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Letter of Transmittal :

R_;:—S;;;TE ® State Employees’ Retirement System of lllinois
SYSTEMESMENT ® General Assembly Retirement System

® Judges’ Retirement System of lllinois

2101 South Veterans Parkway, P.O, Box 19255, Springfield, IL 62794-9255, Ph. (217)785-7444
November 22, 1991

The Board Of Trustees and Members

State Employees’ Retiremsnt System
Of llinois

Springfield, IL 62794

Dear Board and Members:

The component unit annual financial report of the State Employees’ Retirement System of linois {(System) for
the fiscal year ended June 30, 1991 is hereby submitted. Responsibility for both the accuracy of the data and
the completeness and fairness of the presentation, including all disclosures, rests with the System. To the best
of our knowledge and belief, the enclosed data are accurate in all material respects and are reported in a
manner designed to present fairly the financial position and results of operations of the various funds of the
System. All disclosures necessary to enable the reader to gain an understanding of the System’s financial
activities have been included.

The report consists of six sections:

1. An Introductory Section which contains this letter of transmittal and the identification of the
administrative organization;

2, The Financial Section which contains the report of the independent public accountants, the financial
statements of the System, and the required supplementary and additional financial information:

3. The Actuarial Section which contains the report of the Actuary as well as the summary of major
actuarial assumptions and certain tables;

4. The Investment Section which containg a summary of the System’s investment management
approach and selected summary tables, including investment performance;

5. The Statistical Section which contains significant statistical data; and
6. A summary of the Systemn’s plan provisions and current legislative changes.

The combinedfinancial statementsinclude the State Employees’ Retirernent System Trust Fund (System Trust
Fund) and the Social Security Contribution Fund (Contribution Fund), an Agency Fund. Based primarily upon
the criteria of financial interdependency and ability to significantly influence operations and accountability for
fiscal matters, the System has included the Social Security Contribution Fund in its combined financial
statements. Although the State Employees’ Retirement System, Judges' Retirement System and General
Assembly Retirement System share a common administration, they are separate entities for legal and financial
reporting purposes, Therefore, the financial statements of the State Employees’ Retirement System do not
include balance sheet information nor the results of operations of the General Assembly Retirement System
or Judges’ Retirement System.

PLAN HISTORY AND SERVICES PROVIDED

The System is the administrator of a single-employer public employee retirement systermn established to

“ State Employees’ Retirement System of lliinois



L etter of Transmittal

provide pension benefits for State of Minois employees. The System also administers widows and survivors
benefits as well as the state’s occupational and non-occupational disability programs.

The System Trust Fund was established January 1, 1944 and 17,237 state employees became members on
that date. As of June 30, 1944, net assets of the System amounted to $1,255,778. Plan assets at the end of
the fiscal year June 30, 1991 are approximately $3.0 billion, and there are 81,023 active members.

Significant events and dates during the forty-seven year history of the System Trust Fund are as follows:

January 1, 1969: All members of the System Trust Fund (exciuding State Police) had the option of voting to
coordinate their benefits with the federaf social security program or remain exclusively under the System Trust
Fund. Any employee becoming a member of the System Trust Fund after December 31, 1968 was mandatorily
covered by social security, unless the nature of their position excluded them from participation (i.e., "police
and "firemen* positions).

Octoher 1, 1975: Several additional position classifications were determined to meet the definition of "pofice”
for purposes of rendering the members ineligible for social security coverage.

January 1, 1982: A new benefit formufa was established for members working at the Departmenti of Corrections
who have daily or direct contact with inmates.

August 23, 1989: Governor James R. Thompson signed Senate Bill No. 95 into law (P.A, 86-0273). The bill
provides for a seven year "phase - in® approach to funding by the State of lllinois. The long term intention is
to provide contributions sufficient to cover "normal cost® of the System TrustFund and also amortize any prior
year underfunding by the state.

REVENUES

Collections of employer and employee retirement contributions, as well as income from investments, provide
the reserves nacessary to finance retirement benefits. These income sources totaled $416.8 million during the
fiscal year ending June 30, 1991, which is a slight decrease from revenue reported for fiscal year 1990, shown
as follows:

1991 1990 Increase/(Decrease)
{Millions) (Millions) (Millions) (Percentage)
Retirement System Trust Fund
Contributions:;
Employees $1202 $110.1 $ 101 9.2%
Employer 116.0 107.9 8.1 7.5
Investments 180.5 213.2 (32.7) {15.3)
$416.7 $431.2 $ (14.5) (3.4)%
Social Security Contribution Fund
General Revenue,
less balances lapsed 5! 1 - -
$4168 __$4313 $(14.5) (3.41%

Employes contributions have exceeded employer contributions for the past threefiscal years; and, as indicated
in the total above, a substantial portion of the total revenue is derived from investment income. Investment
income includes the realization of net gains on the sales of investments, during bothfiscal years 1991 and 1990.

State Employees’ Retirement System of Illinois “
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EXPENSES .

The primary expense of a retirement system relates to the purpose for which it is created; namely the payment
of benefits. These payments, together with the expense to administer the plan, constitute the total expenses
of the System Trust Fund. Expenses of the System Trust Fund and Social Security Contribution Fund for 1931
and 1990 are shown for comparison purposes,

1991 1990 Increase/(Decrease)
(Millions) (Millions) {Millions) {Percerttage)
Retirement System Trust Fund
Benefits:
Retirement annuities $ 166.4 $1544 $120 7.8%
Survivors’ annuities 236 220 1.6 73
Disability benefits 166 153 1.3 8.5
Lump-sum death
benefits 8.7 7.9 .8 10.1
$ 2153 $1996 $15.7 7.9%
Refunds (inciuding Transfers) 11.8 12.3 {.5) {4.1)
Administrative expenses 38 3.9 (.1) (2.6)
$ 2309 $215.8 $15.1 7.0%
Social Security
Contribution Fund
Administrative expenses 1 g - -
$231.0 $215.9 $15.1 7.0%

Theincrease in benefit payments results primarity from a growth in the number of benefits paid and anincrease
in the average benefit payment amount.

INVESTMENTS

Income from investments has, over the years, increasingly become a greater share of the total revenue of the
System. Net investment income, combined with a net realized gain on the sale of investments, amounted to
$180,520,373 duringfiscal year 1991, a decrease of $32,619,351 fromfiscal year 1990. This reflectsthe general
stability of the stock market and lower interest rates in the bond markets during the last fiscal year. Income from
investments represents 43.3% of total fund revenue. The ISBl had a 7% rate of return on market values for the
year ended June 30, 1991,

A detailed discussion of investment performance and strategies is provided in the Investment Section of this
report.

FUNDING AND RESERVES

Funding is the process of specifically allocating monies for current and future use. Proper funding includes an
actuarial review of the fund balances to ensure that funds will be avaitable for current and future benefit
payments.

The actuarial determined liability of the System using the projected unit credit actuarial method at June 30,
1991, amountedto $4,945.9 billion, The fund balancesfor participant contributions, interest accumulations and
other future benefits amounted to $2,981.4 billion as of the sarme date. The amount by which theliability exceeds
the reserves js called the *unfunded present value of credited projecied benefits®. The unfunded present value
of credited projected benefits amounted to $1,968.5 billion and reflects the continuing state policy of
appropriating funds at amounts less than the actuarially determined contribution requirement. A detailed
discussion of funding is provided in the Actuarial Section of this repart.

“ State Employees” Retirement System of Hinpis
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The state’s policy on pension funding has been based onvariations of the pay-as-you-go approach. Sincefiscal
year 1982, state appropriations have been less than 100% of benefit payout, and, during the past ten years
have been as little as 44% of benefit payout.

ECONOMIC CONDITION AND OUTLOOK

Financing the retirement benefits that are being earned is one of the most important issues facing the System
TrustFund. Overtheyears, anumber of organizations have stressed the need for sound funding of the System.
In August 19889, then Governor Thompson signed Senate Bill 95 into law. This Bill provided for the increased
funding of the unfunded actuarial liability which has been steadily increasing over the past several years. The
amortization period of the unfunded liability was established at 40 years and is scheduled to begin in 1996. In
order to defer the cost of a substantial increase in the required employer contributions, a seven year phase-
in period was included inthe legislation. The sevenyear phase-in period wasto be used toincrease the amount
of contributions from the current contribution level to that level required for the amortization of the unfunded
liability over the 40-year period.

Assessing the financial status of any retirement system is a difficult task. The valuation of pension liabilities is
a complex procedure requiring the application of actuarial technigues. It is not possible to provide a simple
measure of the financial status of a retirement system because no universally accepted measure of the financial
status presently exists, By any reasonable actuarial standard, however, the System's present financial
condition must be described as precarious due to the continually increasing dollar level of the unfunded
liability. The events in the financial markets during the past several years serve as a constant reminder of the
fact that no source of revenue can be guaranteed and that the responsibility for a sound funding policy and
the related liability for contributions rests ultimately with the State of lilinois.

MAJOR INITIATIVES

Duringthe pastfiscal year, the System completed work on several major projects. A Publication Sectionhas been
integrated intothe System and itis responsible for the production of all newsletters, agency forms and this annual
report. The Entitlement Video was updated and the election of an active member and retiree to the Board of
Trustees was held. Ms. Doris Clark, retiree, was re-electedto her second termas trustee and Mr. Jerry Rittenhouse
is the newly elected active member.

Several projects were initiated in fiscal year 1991 and will be continued into fiscal year 1992; among the most
significant are; a) establishment of a data base of seminar attendees for the Field Services Division, b) service
credit messages on employee annual statements, c) the development of a new workshop for annuitants, and d}
a review of internal accounting reports and the processing of data flow.

New projects for fiscal year 1992 include two major programs: 1) On July 24, 1991, Governor Jim Edgar signed
Senate Bill 0045 into law as Public Act 86-0014. This bill allows for an early retirement incentive for employees
meeting certain criteria specified in the bill. Basically, an employee will be allowed to establish up to 60 months
of additional creditable service upon payment of the required contributions at one-half of the normal contribution
rate: and 2) Effective January 1, 1892, the state will "pickup® or make payment on behalf of employees for their
share of retirement contributions to the System. This pickup will be done on an agency-by-agency basis and will
require agency director certification.

ACCOUNTING SYSTEM AND INTERNAL CONTROL

This report has been prepared to conform with the principles of governmental accounting and reporting
pronounced by the Governmental Accounting Standards Board and the American Institute of Certified Public
Accountants. The accrual basis of accounting is used to record the assets, liabilities, revenues and expenses
ofthe System Trust Fund. Revenues are recognized in the accounting period inwhich they are earned, without
regard to the date of collection, and expenses are recorded when the corresponding liabilities are incurred,
regardless of when payment is made,

The administrative expenses of the Social Security Contribution Fund are appropriated annually by the illinois
State Legislature and included in the financial statements of the System Trust Fund. The Contribution Fund uses
the modified accrual basis of accounting. The System also uses the State of lllinois, Comptroller's Uniform

State Employees’ Retirement System of Hlinois
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Statewide Accounting System (CUSAS) as a basis for the preparation of the financial statements. In developing
the System’s accounting system, consideration is given to the adequacy of internal accounting controls, These
controls are designed to provide reasonable assurance regarding the safekeeping of assets and the reliability
of financial records, Constant effort is directed by the System at improving this level to assure the participants
of afinancially sound retirement system.

PROFESSIONAL SERVICES

Independent consultants are retained by the Board of Trustees to perform professional services that are essential
to the effective and efficient operation of the System. Actuarial services are provided by The Wyatt Company,
Chicago, lllinois. The annual financial audit of the System was conducted by the accounting firm of McGladrey
& Pullen under the direction of the Auditor General of the State of lllincis. The System’s investment function is
managed by the lllinois State Board of Investment.

CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the State Employees’ Retirement System of Illinois for
its component unit financial report for the fiscal year ended June 30, 1890. The Certificate of Achievement isthe -
highest form of recognition for excellence in state and local government financial reporting.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized component unit financial report, whose contents conform to program standards. Such
component unit financial reporting must satisfy both generally accepted accounting principles and applicable
legal requirements.

A Certificate of Achievement is valid for a period of one year only. The State Employees’ Retirement System of
llinois has received a Certificate of Achievement for the last five consecutive years (fiscal years ended June 30,
1886 through June 30, 1980). We believe our current report continues to conform to the Certificate of
Achievement program requirements, and we are submitting it to the GFOA to determine its eligibility for another
certificate,

ACKNOWLEDGMENTS AND COMMENTS

The preparation of this report reflects the combined efforts of the System’s staff under the direction of the Board
of Trustees. It is intended to provide complete and reliable information as a basis for making management
decisions, as a means of determining compliance with legal provisions, and as a means for determining
responsible stewardship for the assets contributed by the members inthe State of lllinois. On behalf ofthe Board
of Trustees, we would like to express our appreciation to the staff and professional consultants who worked so
effectively to ensure the successiul operation of the System.

Respecitfully submitted,

Michael L. Mory Nicholas C. Merrill, Jr., CPA
Executive Secretary Chief Fiscal Officer

State Employees’ Retirement System of lilinois
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BOARD OF TRUSTEES

Left to Right: Michael L Mory, Executive Secretary - Jerry Rittenhouse, elected state employee - Joseph T. Pisano, state
employee appointed by the Governor - Kenneth Obrecht, Chairman, appointed by the Governor - Doris Clark, elected
annuitant, William Ledbetter, representing Joan Walters, Director of the Bureau of the Budget - Loren Iglarsh, representing
Dawn Clark Netsch, Comptroller - J. Wayne Chambers, annuitant appointed by the Governor
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Barbara J. C. Baird " Patrick P. Cummings

Data Processing Division Field Services Division
James J. Spears John A. Sowinski
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Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

State Employees’ Retirement
System of lllinois

For its Component Unit
Financial Report

for the Fiscal Year Ended
June 30, 1990

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose component unit financial
reports {CUFR’s) achieve the highest
standards in government accounting
and financial reporting.

Bonnsy . ot

President

S

Executive Director
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Independent Auditor’s Report

\/
MCGLADREY & PULLEN

Certified Public Accountants and Consultants

INDEPENDENT AUDITQR’S REPQORT

To the Honorable Robert G. Cronson Board of Trustess
Auditor General, State of lllinols Stata Employees’ Retirement System of llincis
Springfield, llinols Springfield, lllinols

We have audlted, as speclal assistant auditors for the lilinols Auditor General, the accompanying balance
sheet of the State Employees’ Retirement System of llinols as of June 30, 1991, and the related statement
of revenus, expenses and changes In fund balance for the year then ended. These component unit financlal
statements are the responsibllity of tha System’'s management. Qur responsibility I1s to express an opinlon
on these companent Unit financlal statements based on our audit. The component unit financial statements
of the State Employees’ Retirement System of illinois as of and for the year ended June 30, 1990, were
audited by other auditors whose report, dated Octoher 18, 1990, expressed anunqualified opinlon on those
statements.

We conducted our audit In accordance with generally accepted auditing standards. Those standardsrequire
that we plan and perform the audit to obtaln reasonable assurance about whether the componant unit
financial statemants are free of materlal misstatement. An audit includes examining, on a test basls,
evidenge supporting the amounts and disclosures In the component unit financial statements. An audit alsg
Includes assessing the accounting principles used and significant estimates made by management, as well
as avaluating the overall financlal statement presentation. We belleve that our audit provides a reasonable
basis for our opinion.

In our gplnion, the 1991 component unit financia!l statements referred to above presant fairly, In all material
respacts, the flnanclai position of the State Employees' Retirement System of lilincls as of June 30, 19581,
and the rasults of Its operations for the year then ended In conformity with generally accepted accounting
principles.

Qur audit was made for the purpose of forming an opinlon on the basle component unlt financial statements
as of and for the ysar ended June 30,1991, taken as a whole. The supplementary Information s presented
for purpases of additional analysls and ls not a reduired part of tha basic component unit financtal
statements., The supplementary Information as of and for the year ended Juns 30, 1991, has been
subjected to the auditing proceduras applled In the audit of the basic component unlt financlal statements
and, In our opinlon, Is fairly presented in all materlal respscts In relatlon to the basic component unit
financial statements taken as a whole. The related supplemental schedules for the years ended June 30,
1982 through 1990 have been derived from financlal statements audlited by other auditors whose reports

thereon expressed an unquallfied oplnion.

Springfleld, lilinols
October 18, 1991

n State Employees’ Retirement System of lllinois



Financial Statements

STATE EMPLOYEES’ RETIREMENT SYSTEM OF ILLINOIS
Combined Balance Sheets - June 30, 1991 and 1990

1891 1990
Assets
Cash $ 18,682,979 $ 11,187,478
Cash, restricted for Social Security remittances 944,799 599,415
Receivables:
Contributions receivable:
Participants 4 823,032 4,449,365
Employing state agencies 6,469,173 2,927,125
Other accounts receivable 757,946 696,034
$ 12,050,151 $ 8072524
Investments - held in the lllinois State Board
of Investment Commingled Fund at cost
(Market value: 1991, $3,275,201,134,
1990, $3,066,984,813) (Note 4) 2,049,573,783 2,775,885,256
Property and equipment, net of accumulated
depreciation (Notes 9 and 12) 4,436,451 4,340,351
Total Assets $2,985.688,163 $2,800,085,024
Liabilities and Fund Balance
Benaefits payable $ 1,484,896 $ 1,503,057
Refunds payable 267,894 308,865
Administrative expenses payable (Note 8) 677,736 1,317,286
Participants’ deferred service cradit accounts 898,285 789,291
Unremitted Social Security contributions 436,539 223,636
Amounts held for Social Security remittances 508,260 375,779
Total Liabilities $ 4,273,610 $ 4517914
Fund Balance
Actuarial present value of credited projected benefits
{Notes 4 and 6) 4,949,880,212 4,538,074,194

(Less) unfunded present value of credited projected
benefits representing an obligation of the State

of lllinois
Total Fund Balance (Note 13)

Total Liabilities and Fund Balance

See accompanying notes 1o financial statements.

State Employees’ Retirement System of lllinois

(1,968,465,659)

(1,742,507,084)

$2,981,414,553

$2,795,567,110

$2,985,688,163

$2,800,085,024




Financial Statements

STATE EMPLOYEES’ RETIREMENT SYSTEM OF ILLINOIS

State Employees Retirement System Trust Fund

Statements of Revenue, Expenses and Changes in Fund Balance

Years ended June 30, 1991 and 1990

Revenue:
Contributions:
Participants

Employing State agencies and appropriations

Total Contributions revenue

Investmenits:
Net investments income
Inerest earned on cash balances
Net realized gain on sale of investments
Total Investments revenue

General Revenue Fund appropriations,
less balances lapsed
Total Revenue

Expenses:
Benefits:
Retirement annuities
Survivors' annuities
Disability benefits
Lump-sum death benefits

Refunds
Administrative expense,
System Trust Fund {Note 8)
Transfers to reciprocating retirement systems
Administrative expense,
Contribution Fund (Note 8)
Total Expenses
Excess of revenue over expenses

Fund Balance at beginning of year

Fund Balance at end of year

See accompanying notes ta financial statements.

1991 1890
$ 120,263,354 $ 110,109,685
115,979,568 107,938,094
236,242,922 218,047,779
159,804,265 153,781,412
831,847 1,407,272
19,884,261 57,951,040
180,520,373 213,139,724
416,763,285 431 187,503
59,736 69,142
416,823,031 431,256,645
166,360,086 154,368,901
23,592,609 22,014,615
16,655,172 15,313,434
8,682,519 7,909,962
215,290,386 199,606,912
11,701,256 12,201,403
3,773,536 3,887,148
150,674 123,776
230,915,852 215,819,239
59,736 69,142

230,975,588 215,888,381

$ 185,847,443 $ 215,368,264

2,795,567,110 2,580,198 846

$2,981,414,553 $2,795,567,110

State Employees’ Retirement System of lllinois
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STATE EMPLOYEES’ RETIREMENT SYSTEM OF ILLINOIS
Notes to Financial Statements June 30, 1981 and 1990

(1) Reporting Entity

The State Employees’ Retirement System of lllinois (System) is a component unit of the State of lllinois and is
composed of the State Employees’ Retirement System, atrust fund (System Trust Fund) and the Social Security
Contribution Fund, an agency fund (Contribution Fund). The System Trust Fund and the Contribution Fund are
considered part of the State of lllinois financial reporting entity and are included in the state’s comprehensive
annual financial report as a pension trust fund and an agency fund, respectively.

The System has developed criteria to determine whether other state agencies, boards or commissions which
benefit the members of the System should be included within its financial reporting entity. The criteria include,
but are not limited to, whether the System exercises oversight responsibility on financial interdependency,
selection of governing authority, designation of management, ability to significantly influence operations and
accountability for fiscal matters, scope of public service and special financing relationships.

Based primarily upon the criteria of financiat interdependency and ability to significantly influence operations
and accountability for fiscal matters, the System has included the Social Security Contribution Fund in its
combined financial statements,

(2) Plan Description

The System is the administrator of a single-empioyer public employee retirement system {PERS) established
and administered by the State of lllinois to provide pension benefits for its employees. At June 30, 1991 and
1990, the number of participating state agencies, boards and commissions totaled:

1591 1990
State agencies 42 42
State boards and commissions 51 48
Total ___ 93 90
At June 30, 1991 and 1990 the System Trust Fund membership consisted of:
1991 1990
Retirees and beneficiaries
currently receiving benefits:
Retirement annuities 24,283 23,864
Survivors’ annuities 8,819 8,629
Disability benefits 1,583 1,501
34,685 33,994
Inactive employees entitled
to benefits but not yet
receiving them 2,291 2,233
Total 36,976 _ 36,227
Current Employees:
Vested:
Coordinated with Social Security 37,648 36,391
Noncoordinated 7,248 7,638
Nonvested:
Coordinated with Social Security 34,797 33,903
Noncoordinated 1.330 1,279
Total _81,023 79,211

Operation of the System Trust Fund and the direction of its policies are the responsibility of the Board
of Trustees of the System.

State Employees’ Retirement Systern of lllinois ﬂ
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(a) Eligibility and Membership

Membership is automatic for most state employees who are not eligible for another state-sponsored retirement
plan. All persons entering state service, except those in positions subject to membership in other state
sponsared retirement systems, persons employed after June 30, 1979 as public service employment program
participants under the Federal CETA program, and enrollees in the lllinois Young Adult Conservation Corps,
become members of the System upon completion of six months service. Employees appointed by the Governor
and requiring confirmation by the State of lllinois Senate may elect to become members of the System.

(b) Contributions

Participating members contribute specified percentages of their salaries for retirement annuities and survivors’
annuities. Contributions are excluded from gross income for Federal and State income tax purposes. The total
contribution rate is 4% if the member is coordinated with Social Security and 8% if the member is not
coordinated. Cenain employment categories which are eligible for benefits under alternative formulas
contribute at the rate of 5 1/2% or 9 1/2 % depending upon whether or not the employee is coordinated with
Sacial Security. Participants’ contributions are fully refundable, without interest, upon withdrawal from state
employment. The State of llinois is obligated to make payment for the required departmental contributions, all
allowances, annuities, any benefits granted under Article 14 of the lllinois Pension Code {Code) and all
administrative expenses of the System Trust Fund to the extent specified in the Code.

(c) Benefits

The System is governed by Article 14 of the Code. Vesting and benefit provisions under the System Trust Fund
are defined in the Code. Employees who retire at or after age 60 with 8 years of credited service (or at age 55
with at ieast 30 years of credited service with reduced benefits) are entitled to an annual retirement benefit,
payable monthlyfor life, in an amount based upon final average compensation and credited service. Employees
with 35 years of credited service may retire at any age with full benefits, Final average compensation for
retirement and survivors’ annuities, is the employee's average salary, during a 48 consecutive month period
within the last 120 months of service in which the total compensation was the highest, State policemen use their
final rate of pay for the final average compensation.

Occupational and nonoccupational (including temporary) disability benefits are available through the System
TrustFund. Tobe eligiblefor nonoccupational {including temporary) disability benefits, an employee must have
at least eighteen months of credited service with the System Trust Fund. The nonoccupational {including
temporary) disability benefit is equal to 50% of the monthly rate of compensation of the employee on the date
of removal from the payroll. Occupational disability benefits are provided when the member becomes disabled
as adirectresult ofinjuries or diseases arising out of and inthe course of state employment. The monthly benefit
is equalto 75% ofthe monthly rate of compensation onthe date of removal from the payroll. This benefitamount
is reduced by Workers' Compensation or payments under the Occupational Diseases Act.

Occupational and nonoccupational death benefits are also available through the System Trust Fund. Certain
nonoccupational death benefits vest after eighteen months of credited service. Occupational death benefits
are provided from the date of employment.

(3) Description of the Contribution Fund

The Contribution Fund was established pursuant to the 1951 Social Security Enabling Act, Article 21 of the
INinois Pension Code. It is a special fund in the State Treasury which serves as a clearinghouse account for
the collection and transmittal of federal social security contributions of participating state employees and
employing agencies and political subdivisions.

Eftective January 1, 1987, the responsibility for the collection and transmittal of Social Security contributions
for state agencies and participating state employees was transferred from the System to the Office of the
Comptroller of the State of lllinois. As of that same date, political subdivisions of the state became responsible
for their own remittance of social security contributions to the federal government. The balances in this fund
are being maintained for final settlement of open years.
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(4) Summary of Significant Accounting Policies and Plan Asset Matters

{a) Basis of Accounting - System Trust Fund

The financial transactions of the System Trust Fund are recorded on the accrual basis of accounting and in
conformity with generally accepted accounting principles. Employee and employer contributions are recog-
nized as revenues in the period in which employee services are performed.

{b} Method Used to Value Investments

The System Trust Fund retains all of its available cash in a commingled investment pool managed by the
Treasurer of the State of lllinois (Treasurer). All deposits are fully collateralized by the Treasurer. *Available
cash"is determined to be that amount which is required for the current operating expenditures of the System
Trust Fund. The excess of available cash is transferred to the lllinois State Board of Investment (ISBI) for
purposes of long-term investment for the System Trust Fund.

Investments are managed by the ISBl pursuant to Article 22A of the ifinois Pension Code and are maintained
in the 1SBI Commingled Fund, Such investments are valued at the cost of the System Trust Fund’s units of
participation in the ISEI Commingled Fund. Units of the ISBI Commingled Fund are issued to the member
systems onthe last day ofthe month based onthe unit net asset value calculated as ofthat date. Net investment
income of the ISB| Commingled Fund is allocated to each of the member systems on the last day of the month
on the basis of percentage of accumulated units owned by the respective systems. Management expenses
are deducted monthly from income before distribution. Investment income is recognized when earned.

The investment authority of the ISBI is provided in lllincis Revised Statutes Chapter 108 1/2, Article 22A-112.
The ISBI investment authority includes investments in obligations of the U.S. Treasury and other agencies,
notes secured by mortgages which are insured by the Federal Housing Commission, real estate, common and
preferred stocks, convertible debt securities, deposits or certificates of deposit of federally insured institutions
and aptions. Such investment authority requires that all opportunities be undertaken with care, skill, prudence
and diligence given prevailing circumstances that a prudent person acting in like capacity and experience
would undertake.

Governmental Accounting Standards Board (GASB) Statement No. 3 entitled "Daposits with Financial
Institutions, Investments (including Repurchase Agreements), and Reverse Repurchase Agreements' re-
quires certain financial statement disclosure of deposits and investments, such as the disclosure of carrying
amounts by type of investment and classification into one of three categories based upan cradit risk.
Investments in pools managed by other governmental agencies, in general, are to be disclosed but not
categorized because they are not evidenced by securities that exist in physical or book entry form.

The System Trust Fund transfers money to the ISBI for investment in the ISBI Commingled Fund. This money
is then allocated among various investment managers to pursue a specific investment strategy. All investment
transactions are initiated by the investment managers (either internal or external). The transaction settlement
information is then forwarded to the agent bank’s trust department under a master custodial agreement.
Custody of a majority of the actual physical securities is maintained at an agent of the agent bank’s trust
department using a book-entry system. The agent of the master custodian is Depository Trust Company.

The ISBI Board participates in a securities lending program whereby securities are ioaned to brokers and, in
return, the ISBI Board receives collateral of amounts slightly in excess of the market value of securities loaned.
Collateral congists solely of cash, letters of credit, commercial paper and government securities. As of June
30, 1991 and 1990 the ISBI Board had outstanding loaned investment securities having a market value of
approximately $313,109,467 and $332,849,772 respectively, against which it had received collateral of
approximately $329,552,739 and $337,371,274 respectively.

The System Trust Fund owns approximately 893.5% of the ISBI Commingled Fund as of June 30, 1991,

Following are the ISBI investments, as categorized in the ISBl annual financial report. They are categorized to
indicate the level of risk assumed by the ISBI Board at year end. Categorylincludes investments that are insured
or registered or for which the securities are held by the master custodian in the ISBI Board's name. Category
il includes uninsured and unregistered investments for which the securities are held by the master custodian
inthe ISBI Board's name. Category illincludes uninsured and unregistered investments for which the securities
are heid by an agent of the master custodian but not in the ISB| Board's name.
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Category Category Category Market
I 1 Il Cost Value
U.s. Government

Obiligations $ 575,488,977 $ - % - $ 575,488,977 % 588,016,750
Foreign Qbligations - Bonds 25,482,490 - B 25,492,480 24,762,061
Fareign Qbligations - Equities 186,809,794 - - 186,809,794 172,856,349
Carporate Obligations 658,082,641 - - 658,082,641 680,616,840
Convertible Bonds 84,862,088 - - 84,862,088 81,818,370
Common Stock &

Equity Funds 1,040,601,508 - - 1,040,601,506 1,271,667,415
Conventible Preferred Stock 15,634,110 - - 15,634,110 15,277,541
Preferred Stock 10,441,162 - - 10,441,162 3,213,256
Money Market Instruments 108,733,615 - 1,835,153 110,668,768 111,840,839

SUBTOTAL $2,706,146,383 § - % 1,935,153 $ 2,708,081,536 $ 2,949,870,421
Real Estate Pocled Funds 295,958,856 341,066,237
Venture Capital 121,447,835 183,670,238
Other assets, less liabilities 28,407 150 28,407,180

TQTAL $ 3,153,895617 § 3,503,014,086

(c) Fixed Assets

Expenditures for fixed assets are capitalized and depreciated over their estimated useful lives.

(d) Actuarial Experience Review

In accordance with lllinois Revised Statutes, an actuarial experience review is to be performed at least once
every five years to determine the adequacy of actuarial assumptions regarding the mortality, retirement,
disability, employment, turnover, interest and earnable compensation of the members and beneficiaries of the
System. An experience review was petformed as of June 30, 1990.

{e) Administrative Expenses

Expenses related to the administration of the System Trust Fund are budgeted and approved by the System’s
Board of Trustees. Administrative expenses for the Contribution Fund are appropriated annually by the State
Legislature and are included in the financial statements of the System Trust Fund.

(f) Basis of Accounting - Contribution Fund

The collection and transmittal of federal Social Security contributions of participating state employees,
employing agencies and political subdivisions through December 31, 1986, have been accounted for within
the Contribution Fund on a modified accruat basis,

(5) Funding Status and Progress

The amount shown below as *pension benefit obligation® is a standardized disclosure measure of the present
value of pension benefits, adjusted for the effects of projected salary increases, estimated to be payable inthe
future as a result of employee service to date. The measure is the actuarial present value of credited projected
benefits and is intended to help users assess the State Employees’ Retirement System funding status on a
going-concern basis, assess progress made in accumulating sufficient assets to pay benefits when due, and
make comparisons among PERS.
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AtJune 30, 1991 and 1990, the unfunded pension benefit obligation was $1,968,465,659 and $1,742,507,084
as follows:

1991 1990
Pension benefit obligation:
Retirees & beneficiaries currently receiving benefits $ 2,078,058,684 $1,932,126,127
Terminated employees not yet receiving benefits 14,799,575 16,549,419
Current Employees:
Accumulated employee contributions and interest 1,271,681,573 1,153,104,503
Employer-financed vested 1,433,878,680 1,308,230,363
Employer-financed nonvested 95,160,995 77,192,537
Inactive members - Accumulated contributions and interest 56,200,705 50,871,245
Total Pension benefit obligation $ 4,949,880,212 $ 4,538,074,194
Net assets available for benefits, at cost 2,981,414,553 2,795,567,110
(market value at June 30, 1991 - $3,305,041,904;
1990 - $3,086,666,667)
Unfunded pension benefit obligation $ 1,968,465,659 $1,742,507,084

Public Act 86-1488, approved in January 1991, modified the date of application of the first automatic annual
increase for widow and survivor annuities, added 3% automatic annual increases for disability benefits and
occupational death annuitigs, and provided a six month window during which refunds could be repaid at the
rate of 2.5% per annum. These changes had the effect of increasing the actuarial present value of credited
projected benefits and the related unfunded actuarial liability by $17,743,150 during fiscal year 1991.

Public Act 86-0273, which was signed into law on August 23, 1989, enacted several changes in the benefit
provisions of the System effective January 1, 1980. These changes provide for (1) 3% automatic annual
increases in retirement annuities based on the current amount of annuity instead of the originally granted
amount of annuity and (2} a 3% automatic annual increase in the amount of survivors’ annuities based onthe
current amount of annuity.

Public Act 86-0272, also signed on August 23, 1989, contained certain benefit changes regarding State Police
service credit and removal of the age 70 limit on disability payments.

Benefit changes, enacted under Public Acts 86-0272 and 86-0273, had the effect of increasing the actuarial
present value of credited projected benefits and the related unfunded actuarial liability by $251,523,053 during
fiscal year 1990,

The measure is the same as the actuarial funding method used to determine contributions to the System Trust
Fund, discussed in Note 6 below.

The pension benefit obligation was determined as part of an actuarial valuation at June 30, 1991. Significant
actuarialassumptions usedinclude (a) rate ofreturn onthe investment of present and future assets of 8 percent
per year compounded annually, (b) salary increase rates vary by age,ranging from.5% to 4.7% attributable to
merit, and 4.5% attributable to inflation for all employees, (c) 85% of employees are presumed to be married,
{d) thefemale spouse is assumedto bethree yearsyounger than the male spouse, (€) mortality rates are based
upon the 1971 Group Annuity Mortality Table projected in 1986, {f) it is assumed that terminated employees
will not be rehired, and (g) the rate of turnover without vested benefits assumes a high scale at younger age
levels, becoming progressively lower as age advances.

The System’s actuarial consultant performed an experience review for the five - year period ending June
30,1290, Based upontheresults of the review, several changes were madeto the actuarial assumptions, These
changes had the effect of increasing the Pension Benefit Obligation and the refated unfunded pension benefit
abligation by $185,673,427, and were primarily the result of adjustments to expected salary increases,
termination rates, and retirement rates.
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(6) Contributions Required and Contributions Made

On an annual basis, a valuation of the liabilities and reserves of the System Trust Fund is performed by the
System's actuarial consuitants in order to determine the amount of contributions required from the State of
llinois. For fiscal year 1991, the actuary has used the projected unit credit actuarial method for determining
the proper employer contribution rate and amount. For fiscal year 1990, the actuarial consuttants submitted
several alternative cost methods with various amortization periods for the unfunded prior costs to the Board.
Each alternative is considered an acceptable cost or funding method. The alternatives were presented to the
Board as a result of the state’s long standing funding palicy described below. Employer contributions are
expressed as a percentage of annual covered payroll. The Board evaluated the alternatives and certified a
contribution rate withinthe range of alternatives. This rate was then used as the "actuarial required contribution”
rate. The Board certified actuarial required contribution rates for fiscal years 1991 and 1990, were 4.72% and
6.2%, respectively.

In the past, the lllinois State Legislature has generally followed a funding policy of appropriating funds based
upon a percentage of benefit payoutforthose agencies which receive appropriated monies. The appropriated
employer contribution rate for the legislatively funded agencies was 4.15% for fiscal year 1991 and 4.4% for fiscal
year 1990.

State agencies which do not receive state appropriated funds for their share of employer retirement
contributions contribute at the Board certified rate,

It has beeninterpreted that the laws of the State of lllinois regarding state finance provide for the Governor and
the state legislature to have specific authority to reduce or increase monies appropriatedforthe employer share
of retirement contributions regardless of the rate certified by the Board of Trustees.

Based uponthe Board certified rate of 4.72%, the total amount of employer contributions required for the fiscal
year ended June 30, 1991 amounted to $116,175,814. The total amount of employer contributions made was
$115,979,568 (normal cost - $61,312,278, amontization of unfunded accrued actuarial liability - $54,667,290)
thereby resulting in an underfunding of $196,246.

Schedule of Contributions Required and Contributions Made
{in thousands)

1991 1990 1989 1988 1987
Covered Payroll $2,461,352 $2,270,303 $2,106,121 $ 1,953,960 $ 1,825,196
Employer Contributions $ 115980 $ 107,938 § 98472 § 99,991 $ 109,560
Actual Employer

Contribution Rate 4.71% 4.75% 4.68% 5.12% 8.00%
Board of Trustees
Recommended
Contribution Rate 4,72% 6.2% 6.3% 7.24% 8.4%
Employee Contributions $ 120,263 $ 110110 $ 101,805 $ 95928 $ 20,096
Employee Contribution Rate 4.89% 4.85% 4.83% 4.91% 4.94%
{(Average)

Beginning with the fiscal year which ended in 1990, the state’s contribution was scheduled to be increased
incrementally over a seven year period so that by the fiscal year ending June 30, 1996, the minimum
contribution to be made by the state would be an amount that, when added to other sources of employer
contribution, will be sufficient to meet the normal cost and amortize the unfunded liability over 40 years as a
level percentage of payroll, determined under the projected unit credit actuarial cost method. The state
contribution, as a percentage of the applicable employee payroll, was scheduled to be increased in equal,
annual increments over the seven year period, until the funding requirements, specified above, are met.

Significant actuarial assumptions used to compute contribution requirements are the same as those used to
compute the standardized measure of the pension obligation discussed in Note 5.

Public Act 86-1488, approved in January 1991, modified the date of application of the first automatic annual
increase for widow and survivor annuities, added 3% automatic annual increases for disability benefits and
occupational death annuities, and provided a six month window during which refunds could be repaid at the
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rate of 2.5% per annum. These changes had the effect of increasing the actuarial present value of credited
projected benefits and the related unfunded actuarial liability by $17,743,150 during fiscal year 1991.

Benefit changes, enacted under Public Acts 86-0272 and B86-0273, had the effect of increasing the actuarial
present value of credited projected benefits and the related unfunded actuarial liability by $251,523,053 during
fiscal year 1990.

The System’s actuarial consultant performed an experience review for the five - year period ending June
30,1990. Based upontheresutts of the review, several changes were made to the actuarial assumptions. These
changes had the effect of increasing the Pension Benefit Obligation and the related unfunded pension benefit
obligation by $185,673,427.

(7) Historical Trend Information

Historical trend information designed to provide information about the System Trust Fund’s progress made in
accumulating sufficient assets to pay benefits when due is presented on pages 24-25.

| (8) Administrative Expenses

A summary of the administrative expenses of the System for fiscal years 1991 and 1990 are as follows:

1991 1990
System System
Trust Contribution Trust Contribution
Fund Fund Fund Fund
Personal services $1,869,680 $ 26,364 $ 1,687,553 $ 27,359
Retirement contributions 89,200 1,100 104,927 1,668
Social Security contributions 128,806 1,851 114,037 1,991
Group insurance 124,240 - 110,362 -
Contractual services 651,981 27,075 850,705 30,454
Travel 39,350 1,470 40,490 2,360
Commodities 31,527 92 66,344 383
Printing 45,445 - 58,799 -
Equipment - - - 3,027
Electronic Data Processing 532,190 784 583,924 ag4
Telecommunications 50,759 800 53,543 886
Automotive 6,521 - 7,926 -
Depreciation 126,218 - 155,631 -
Other 77,618 - 52 907 -
Total $3,773,536 $59,736  §$3,887,148 $ 69,142

The System’s fiscal years 1991 and 1990 employer retirement contribution requirement represented .09% and
.08% respectively of total contributions required of all state agency/department employers participating in the
SERS. Pertinent financial information relating to the System's participation in SERS is summarized as follows:

© The System'’s total and covered payrolls for fiscal year 1991 and 1990 were $2,219 thousand and $2,047
thousand respectively.

@ The System's (i.e., the employers’) actuarially determined contribution requirements for fiscal years 1991
and 1990 were $105 thousand and $127 thousand, respectively, or 4.72% and 6.2% of the System’s
covered payrolls. Forfiscalyear 1991, the System’'s and employee contributions actually made were $105
thousand and $92 thousand, respectively, which represents 4.72% and 4.2%, respectively, of the current
year covered payroll. Forfiscal year 1990, the System’s and employee contributions actually made were
$127 thousand and $85 thousand, respectively, which represent 6.2% and 4.2%, respectively, of the
covered payroll.
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(9) Property and Equipment

Fixed assets are capitalized at their cost at the time of acquisition. Depreciation is computed using the straight-
line method over the estimated useful life of the asset. The estimated useful lives are as follows: (1) office
furniture - 10years, {2) equipment - § years, (3) automobiles and cerntain electronic data processing equipment
- 3years, and (4) building - 30 years.

Land is carried at its original cost, inciuding applicable legal fees, surveying costs, etc.

A summary of the changes in fixed assets for 1991 and 1990 is as follows:

1991
Beginning Ending
Balance Additions Deletions Balance
Land $ 655241 $ - $ - $ 655,241
Land Improvements 195,298 - - 195,298
Building 3,141,538 25,382 - 3,166,920
Fixed Assets 974,222 218,222 (52,848) 1,139,596
Accumulated Depreciation {625,948) (126,218) 31,562 {720,604 )
Property and equipment, net $4340351 $ 117,386 $ (21,286) $4,436,451
1990
Beginning Ending
_Balance = _Additions Deletions Balance
Land $ 655,241 $ - $ - $ 655,241
Land improvements 17,585 177,713 - 195,298
Building 268,688 2,872,850 - 3,141,538
Fixed Assets 672,172 350,620 (48,570) 574,222
Accumulated Depreciation {509,713) {155,631) 39,396 (625,948)
Property and equipment, net $1,103,973 $ 3,245,552 $ (9,174) $4,340,351

(10) Lease Agreement

The System previously leased its facilities under a sixty (50) month agreement in effect through June 30, 1990.
Under the terms of this lease, the System was required to make monthly payments which included a provision
for utilities and building maintenance. Office rental expense amounted to $269,799 for fiscal year 1990.

(11) Accrued Compensated Absences

Employees ofthe System are entitled to receive compensation for all accrued but unused vacation time and one-
haif of all unused sick leave earned after January 1, 1984 upon termination of employment. The value of accrued
compensated absences as of June 30, 1991 and 1990 was $416,143 and $359,810, respectively.

(12) New Office Facility

During the fiscal year ended June 30, 1990, the System completed construction of a new office facility. The cost
of the building, including land, and land improvements was $4,017,459 through June 30, 1991,
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(13) Analysis of Changes in Fund Balances - Reserved

The System Trust Fund maintains three reserve accounts which, when combined, comprise the total reserved
fund balance. The reserves are defined as follows:

{a) Participants’ contributions - accounts for assets contributed by each participant,

(b} Interest accumulations - accounts for interest credited to each participant’s account, and
(©) Other future benefits - accounts for all assets not otherwise specifically provided for in items (a) and (b)
above,

State Employees’ Retirement System Trust Fund
Statements of Changes in Fund Balances (Reserved)
Years ended June 30, 1991 and 1990

Other Total
Participants’ Interest future Fund
contributions  accumutations benefits Balance
Balance at June 30, 1989 $ 757,180,186 3 334,758,898 $1,488,259,762 $2 580,198,846
Add (deduct):
Excess of revenue over
expenses 093,218,474 - 122,149,790 215,368,264
Reserve transfers:
Accumulated contributions
of members who retired
during the year, less
_contributions of annuitants
returning to active status (27,373,147) - 27,373,147 -
Interest credited to
members' accounts - 46,191,337 {46,191,337)
Balance at June 30, 1980 $ 823,025,513 $380,950,235 $1,591,591,362 $ 2,795,567, 110
Add (deduct):
Excess of revenue over
expenses 102,817,359 - 83,030,084 185,847,443
Reserve transfers:
Accumulated contributions
of members who retired
during the year, less
contributions of annuitants
returning to active status (28,153,235) - 28,153,235 -
Interest credited to
members’ accounts - 51,242,407 (51,242,407) -
Balance at June 30, 1931 $ 897,689,637 $432,192,642 $1,651,532,274  $2,081,414,553

(14) Legislation Passed Subsequent to Year End

In July 1991, Governor Jim Edgar signed Senate Bill 0045 into law (P.A. 87-0014). This comprehensive bill
provided for an Early Retirement Incentive (ERI) program for members of the System. Under certain circum-
stances a member would be allowed to establish up to 5 years of creditable service by making payment of the
amounts prescribed in the statute,

Approximately 14,000 state employees will be eligible forthe ERI program. While itis anticipatedthat 30% of those

eligible to participate will take advantage of the ER! program, the actual costto the System cannot be determined
until the option period has closed.
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Analysis of Funding Progress (in millions of dollars )
(6)

(4) Unfunded
(1) (2 3 Unfunded (5) Pension Benefit
Net Assets Pension Percentage  Pension Benefit Annual Obligation as a %
Avallable Benefit Funded Qbligation Covered of Covered Payroll
FY for Benefits* Obligation** (1)~ @ 2 - Payroll - (5
1985 $1,707.2 $2,830.8 60.3% $1,1236 $1,568.5 71.6%
1986 1,974.1 3,082.8 64.0 1,108.7 1,713.8 64.7
1987 22259 3,304.2 67.4 1,078.3 1,825.2 59.1
1988 23818 3,490.7 68.2 1,108.9 1,8954.0 56.8
1989 2,580.2 3,752.1 63.8 1,171.9 2,106.1 55.6
1950 2,795.6 45381 616 1,742.5 2,270.3 76.8
1991 29814 4,949.9 60.2 1,968.5 2,461.4 80.1
*At cost

**Pension Benefit Obligation information is not available for years prior to 1985.

Analysis of the dollar amounts of net assets available for benefits, pension benefit obligation, and unfunded
pension benefit obligation in isolation can be misleading. Expressing the net assets available for benefits as a
percentage of the pension benefit obligation provides one indication of the System Trust Fund's funding status
on a going-concern basis. Analysis of this percentage over time indicates whether the System is becoming
financially stronger or weaker. Generally, the greater this percentage, the stronger the public employees’
retirement system (PERS). Trends in unfunded pension benefit obligation and annual covered payroll are both
affected by inflation. Expressing the unfunded pension benefit obligation as a percentage of annual covered
payroll approximately adjusts for the effects of inflation and aids analysis of the System Trust Fund's progress
made in accumulating sufficient assets to pay benefits when due. Generally, the smaller this percentage, the
stronger the PERS.

Revenues by Source and Expenses by Type

Revenues by Source General Revenue

Fund Appropriations,
FY Ended Member State Investment Sub Less balances
June 30 Contributions Contributions incame Total Lapsed Total
1982 $69,300,949 $61,500,375 $101,687,502 $232,498,826 $145,503 $232,644,329
1983 72,371,246 71,846,403 192,573,257 336,790,906 149,002 336,939,908
1984 73,442,196 86,464,279 150,170,315 310,076,790 168,700 310,245,490
1985 77,830,806 94,456,693 101,754,931 274,042,430 174,482 274,216,912
1986 84,563,536 102,213,693 240,235,534 427,012,763 186,885 427,199,648
1987 90,096,279 109,559,940 226,929,603 426,585,822 168,326 426,754,148
1988 95,928 239 99,950,922 148,802,057 344,721,218 127,288 344,848,506
1989 101,805,417 98,471,993 199,452,398 399,729,808 97,858 395,827,766
1990 110,109,685 107,938,094 213,139,724 431,187,503 69,142 431,256,645
1991 120,263,354 115,979,568 180,520,373 416,763,295 59,736 416,823,031
Expenses by Type Administrative Administrative
FY Contiibution  Expenses, Expenses,
Ended Refunds System Other Sub Contribution
June 30 Benafits and Transfers Trust Fund  Expenses * Total Fund Total
1982 $100,453,675 $13942,805 $2245727 $(2,480,124) $114,162,083 $145503 $114,307,586
1983 111,852,846 14,009,169 2,290,492 128,152,507 149,002 128,301,509
1984 120,996,071 14,145,496 2,428,623 137,570,190 168,700 137,738,850
1985 132,316,478 13,240,326 2,552,452 148,109,256 174,482 148,283,738
1986 143,548,518 13,780,843 2,848,181 160,177,542 186,885 160,364,427
1987 159,614,328 12,182,099 3,000,932 174,797,359 168,326 174,965,685
1988 173,644,549 11,983,814 3,169,935 188,798,298 127,288 188,925 586
1989 185,354,303 12,602,555 3,380,170 201,337,028 97,958 201,434,986
1990 199,606,912 12,325,179 3,887,148 215,819,239 69,142 215,888,381
1991 215,290,386 11,851,930 3,773,536 230,915,852 59,736 230,975,588

*Net realized loss or (gain} on investments undistributed by the lllinois State Board of Investment. Accumulated net lasses
from 1970 thraugh 1979 amounted to $42,998,251. Since 1982 realized gains and losses have been distributed annually.
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(8-3) @:2)

Analysis of Employer Contributions
Fiscal Year 1982 through 1991

Employer
(U] )] ~———————— Employer Contribution Made —————  (Deficiency) Conlrib,
Board [ Employer [C)] )] (] {8) of Contrib. as a % of
Fiscal Approved Annual Contributions Employer Stafe Senate Res. [¢4) (4+5+6+7) Made Over <Covered
Year Rate (A) Covered Payroll Required (1 x2) Contr. (B) Pension (C) No. 33 (0} Other (E} Total Contr. Req.  Payroll
1982 6.820% $1,334,262,000 $90,006,668 $60,348,375 $1.152,000 s - $ - $61,500,375 ${29,496,293) 4.51%
1983 5.550 1,378,735,000 76.519,793 67,421,803 1,838,200 2,586,400 - 71,846,403 (4,673,390) 521
1984 6.400 1,437,546,000 92,002,944 81,358,279 2,378,000 2,728,000 - 86,464,279  (5,538,5665) 6.01
1985 8.090 1,569,532,000 126,975,139 89,482,183 2,378,500 2,596,000 - 94,456,693 (32,518,446) 6.02
1986  7.532 1,713,755,000 120,080,027 §7,741,393 2,130,000 2,342,300 - 102,213,693 (26,866,334) 5.96
1987 8.400 1,825,196,000 153,316,464 105,095,840 2,215,500 2,248,600 - 109,559,940 {43,756,524) 6.00
1988 7.240 1,953,960,000 141,466,704 97,725,922 1,673,700 591,300 - 99,990,922 (41,475,782) 9.12
1989 6,300 2,106,121,000 132,685,623 96,564,193 1,907,800 - - 98,471,993 (34,213,630) 4.68
1880 6.200 2,270,303,000 140,758,786 104,019,484 2,030,000 - 1,888,600 107,938,094 (32,820,692) 4.75
1991 4.720 2,461,352,000 116,175,814 109,930,868 6,048,700 - - 115,979,568 {196,248) 471

(A} = For fiscal years 1982 and 1985, the contribution rate shown is the minimum rate recommended by the
actuarial consultants. The actual Board approved rate was 4.5% and 5.8% for FY 1982 and 1985, respectively.
For all other years presented, the Board approved rate was at least equal to or greater than the minimum
contribution rate recommended by the actuaries.

(B) = The System Trust Fund recognizes revenue based upon either the Board approved rate or the state
appropriated rate, as appropriate.

{C) = The System Trust Fund receives an annual appropriation from the State Pension Fund. The State Pension
Fund receives proceeds from the sale of abandoned and unciaimed property.

{D) = Infiscal year 1983, House Amendment No. 1 to Senate Bill 177 was adopted by the state legislature. This
bill reduced the dellar amount appropriated for the employer's share of retirement contributions. Senate Joint
Resolution No. 33 provided that the Systemn Trust Fund would be repaid the amount of the Senate Bill 177
reductions at the rate of 20% per year over the succeeding five fiscal years, including interest at 6% per annum.

Final payment was received in FY 1988.

(E) = Infiscal year 1930, the System Trust Fund received an additional appropriation from the State of lllinois for
the employer contribution.
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Supplementary Financial Information

Combining Balance Sheets
June 30, 1991 and 1990

1991 1990
Pension Trust Pension Truat
Fund Fund
State Employees’ Agency Fund State Employees’ Agency Fund
Retirement Social Security Hetirement Social Security
System Contribution Total System Contribution Total
Assets
Cash $186682979 § - $18,682 979 $11,187478 $ - $11,187 478
Cash, restricted for Social Security
remittances - 844,799 944,799 - 599,415 593,415
Receivables:
Contributions receivable:
Participants 4,523,032 . 4,823,032 4,448,365 . 4,449,365
Employing State Agencies 5,489,173 - 6,469,173 2,927,125 - 2927126
Cther accounts receivable 757,948 - 757,946 696,034 - 696,034
12,080,151 - 12,050,151 8,072,524 . 8,072524
Investrnents 2,949,573,783 - 2,549 573,783 2,775,885,256 - 2775885258
Property and equipment, net of
accumulated depreciation 4,436,451 - 4,436,451 4,340,351 - 4,340,351
Total Assets $2,984,743,364 $944,799  $2,985,688,163 $2,799,485,609 $599.415 $2,800,085,024
_ Liabilities and Fund Balance
Benefits payable $1,4848%6 $ - $1,484,896 $1503057 % - $1,503,057
Refunds payable 267,854 - 267,894 308,865 - 308,885
Administrative expenses payable 677,736 - 677,736 1,317,286 - 1,317,286
Participants’ deferred service
credit accounts 898,285 - 898,285 789,291 - 789,291
Unremitted Social Security
contributions - 436,539 436,539 - 223,636 223,636
Amounts held for Social Security
remittances - 508,260 508,260 - 375,779 375,779
Total Liabilities $3,328,811 $944,799 $4,273,610 $3,918429 §$599415 $4.517,914
Fund Balance
Actuarial present value of
credited projected benefits 4,849, 880,212 - 4,949,880,212 4,538,074,15%4 - 4538074194
(Less) unfunded present
value of credited projected
benefits representing an
obligation of the State of lllinois{1,968,465,659) - (1,968,456,659) {1,742,507,084) - (1,742,507.084 )
Total Fund Balance $2,981,414,553 3 - $2,981,414553 $2,795,567,110 - $2,795 567110
Total Liabilties & Fund Balance $2,584,743,364 $944,799  $2,985,6858,1583 $2,799,485609 $ 599,415 $2,800,085,024
Social Security Contribution Fund
Statements of Changes in Assets and Liabilities
Years Ended June 30, 1991 and 1990
1991 1990
Assets Balance Balance Balance Balance
July1,1990 Addiions  (Deductions) June 30, 1891 July1,1989  Addiions  (Deductions) JJune 30, 1950
Cash, resiricted for Social
Security remittances 3590415 $385.207 §(39,823) $944,799 $2,937582 $697626 $(3,025793) § 599415
Liabilities
Unremitted Social Security
sontributions $223636 $212,984 $(81) $436,539 $2297725 § - $(2074,089 $223,636
Amounrts held for Social
Security remittances 375779 132431 - 508,260 639,857 - {264,078) 375,779
$599.415 $345465 $(81) $944799 $2937.582 § - ${2.338,167) $559.415
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SYSTEM TRUST FUND
Years Ended June 30, 1991 and 1990

1991 1990
Contributions: B
Participants $116,775,047 $108,468,302
Repayments of contributions refunded 1,557,177 479,238
Interest received from participants 1,931,130 1,162,145
Total participants contributions $120,263,354 $110,109,685
Employing state agencies $109,930,868 $104,019,454
State Pension Fund appropriation 6,048,700 2,030,000
Supplemental state contribution - 1,888,600
Total state contributions and appropriations $115,979,568 $107,938,094
investments:
Net investment income $159,6804,265 $153,781,412
Interest earned on cash balances 831,847 1,407,272
Net realized gain on sale of investments 19,884,261 57,951,040
Total investment revenue $180,520,373 $213,139,724
Total Revenue $416,763,295 $431,187,503

Supplementary Financial Information

SUMMARY OF REVENUES BY SOURCE

SYSTEM TRUST FUND SUMMARY SCHEDULE OF CASH RECEIPTS
Years Ended June 30, 1991 and 1990 AND DISBURSEMENTS
1991 1990
Cash balance, beginning of year $ 11,187,478 $ 9,730,385
Receipts:
Member contributions 116,770,488 107,175,386
Employer contributions 106,325,812 105,359,811
State Pension Fund contribution 6,048,700 2,030,000
Transfers from lllinois State Board of Investment 18,000,000 24,000,000
Interest income on cash balance 888,482 1,404,658
Claims receivable payments 781,573 725,830
Instaliment payments - prior service credit 1,190,383 632,804
Other 135,507 138,625
Total cash receipts $250,140,945 $241,467,114
Disbursements:
Annuity payments:
Retirement annuities $166,566,596 $154,494,116
Widow's annuities 2,810,129 2,866,006
Survivors’ annuities 20,508,955 18,806,757
Death benefits 9,185,371 8,363,251
Disability benefits 14,942,334 13,602,436
Refunds 12,138,207 12,419,696
Administrative expenses 4,493,852 6,457,759
Transfers to lllincis State Board of Investment 12,000,000 23,000,000
Total cash disbursements $242,645,444 $240,010,021
Cash balance, end of year $ 18682979 $ 11,187,478
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REVENUES

Total revenue of $416.7 million for FY 1991 was a $14.5 million decrease from the FY 1990 level of $431.2 million.
Net income from investments and net realized gains on sales of investments decreased from the prior
fiscal year.

Fy o FY 90 Increase/(Decrease)
Revenue Source {Millions) {Millions) {Amount) (Percentage)
Member Contributions $120.2 $ 1101 $ 101 9.2%
State Contributions 116.0 107.9 8.1 7.5
Investment Income 180.5 213.2 (32.7) (15.3)
Total $416.7 $431.2 - $(14.5) (3.4)%

There were 1,812 more active members as of June 30, 1991 than on June 30, 1890. This increase of 2.3% in
membership and average wage increases of 6.0% resutited in an increase of 8.4% in wages subject to retirement
contributions. State contributions increased by 7.5% ($8.1 million), Member contributions were $120.2 million
which is a $10.1 million increase from FY 1990. As shown in the table below, the average rate of contributions
by members in FY 1991 was 4.89% compared to 4.85% in FY 1990.

Increase/(Decrease)

Active Membership FY 91 FY 20 {Number/Amount} (Percentage)
Coordinated Members 72,445 70,294 2,151 3.1%
Noncoordinated Members B,578 8,917 (339) (3.8)
Tatal Active Members 81,023 79,211 1,812 2.3%
Earnings Reported

All Members (Millions) $2,461.4 $2,270.3 $191.1 8.4%
Average Rate of Contributions
All Members 4.89% 4.85%

The System has approximately $890,000 of arrearages and overpayments as of June 30, 1991. There were 118
accounts with arrearages, 498 claim overpayments and 4 refund overpayments. The System employs several
different methods for the collection of its outstanding receivables. These methods include collections by the
System, use of the office of the Comptroller's involuntary offset system, contracting with private coflection firms
and legal action through the office of the Attorney General.
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REVENUES BY SOURCE 1991
TOTAL REVENUES
$ 416.7 MILLION

Investment
Income
Contributions By $ 180.5 Million
State of llinois

$ 116.0 Million

SR e

T

Contributions By %
Members
$ 120.2 Miltion

Additional Financial Information

REVENUES BY SOURCE 1990
TOTAL REVENUES
$ 431.2 MILLION

Contributions By | |
State of lllincis nvestment Income
$ 107.9 Million $213.2 Million

Contributions Bf :
Members
$110.1 Million

Gross investment income for 1891 of $170,533,511, less the Investment Board's administrative expenses of
$10,729,245, resulted in net investment income of $159,804,266. This amount, when combined with the net
realized gain on sale of investments of $19,884,262, provided net revenue from investments of $179,688,527.
Transfers of funds tothe lllincis State Board of Investment amounted to $1 2,000,000 and transfers fromthe Board
of $18,000,000 resulted in a net reduction in investments of $6,000,000. The balance of investments at cost
increased by $173,688,527 from June 30, 1990 through June 30, 1991. The following table shows a comparison

of investment operations for FY 1991 and FY 1990,

Increase/(Decrease)
1881 1930 {Amount) (Percentage}

Batance at beginning

of year, at cost § 2,775,885,256 $2,565,152,803  $ 210,732,453 8.2%
Cash remitted to {from) invesiment (net) (6,000,000 ) (1,000,000} (5.000,000) N/A
Investment income:

Commingled Fund income 170,533,511 163,024 017 7,509,494 46

Less Expenses (10,729,245) (9,242,604) (1,486,641) 16.1

Net investment income 159,804,266 153,781,413 6,022,853 39
Distributed Net Realized Gain/

(Loss) on Sale of Investments 19,884,261 57,951,040 {38,066,779) (65.7)
Balance at end

of year, at cost $2,949,573,783 $277588525  $ 173,688,527 6.3%
Market valua $ 3,275,201,134 $ 3066984813  $208218,321 6.8%

In addition, interest on the average halance in the System Trust Fund's account for FY 1991 was $831,847 compared to $1,407,272

during FY 1890,
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EXPENSES

The number of members receiving retirement annuities on June 30, 1991 was 1.8% above the June 30, 1990
level reflecting the normal pattern of increase during the past 10 years; however, the cost of these annuities
increased by 7.8% overthe FY 1990 level. Higher salaries forcurrent retirees, post retirement increases granted
eachJanuary 1, and an increase inthe minimum retirement annuity resulted in costs rising ata more rapid pace
thanthe number of annuitants. Survivors’ annuities increased at anear normal rate of 2.2% innumber with 7.3%
increase in dollar costs. Disability recipients increased by 5.5% while disability benefits increased in dollar
amount by 8.5%.

FYe FY 90 Increase/(Decrease)
{Millions} {Millions) (Amount) { Percentage)
Retirement anNUILIES ..........ccccovevvervevierier e, $166.4 $154.4 $12.0 7.8%
Survivors’ annuUities.........veveeveeeeessessinsrecses 23.8 220 1.6 7.3
Disability benefits ..........cccccvrecrnvccricnicnnnanns 16.6 15.3 1.3 85
Lump sum death benefits...........ccocvvverienne 8.7 79 8 101
Refunds {Including Transfers) .........ccoee.e. 11.8 12.3 {.5) (4.1)
Administrative BXpense ...........corvrerenieeeans 3.8 3.9 {.1) (2.6)
TOTAL EXPENSES ... $230.9 $215.8 $15.41 7.0%

NUMBER OF RECURRING BENEFIT PAYMENTS

Mew claims Benefits
FY Ended Processed Ceased FY Ended Increase/(Decroase)
June 30, 1990 During FY 91 During FY 81 June 30, 1931 (Amount (Percentage)
Retirement ......cccovvren. 23,864 1,428 1,009 24,283 419 1.8%
SUVIVOrS' ...ccocevrrerreens 8,629 576 386 8,819 190 22
Disability ......ocovvuminrinmenans 1,501 2,027 1,945 1,583 82 2.5
TOTALS ..ccvivveee 33,994 4,031 3,340 34,685 691 2.0%

Lump sum death benefits are primarily refunds of member contributions and will vary fromyeartoyear. Refunds
to members have been decreasing in the past few years. The general decreasing trend in refunds is primarily
due to the 6 month qualifying period required of new employees hired since January, 1984.
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RESERVES

As of June 30, 1991, the funds available for payment of current and future benefits were $2,981.4 million as
shown in the following schedule:

FY91 FYS0 Increase/
Assets {Millions) {Millions) {Decrease)
CASH s $18.7 $ N2 $ 75
Receivables (less payables) ..........ceineniiinieniae 8.7 4.2 4.5
INVESIMEIMS ..ot e emre s e rsmes e ssssmeerrares 2,949.6 2,775.9 173.7
Fixed Assets (net of accumulated depreciation) .. 4.4 4.3 1
NET ASSETS .....coooiivinirrssmrnnicrmnesrerreriesressarssssares $2,981.4 $2,795.6 $185.8

Total System Trust Fund revenues for FY 1991 of $416.7 less expenditures of $230.9 million resulted in a net
increase to reserves of $185.8 million.

FY FYS0 Net
Reserves (Millions) {Millions) Increase
Member Contributions .........c.cccceccvnvccncicnieeee. 3 897.7 $ 8230 § 747
Interast ACCUMUIALIONS ......c.o i ncneeiiniemten st 432.2 381.0 51.2
Future Operations ...........c.ccovcinererme s esssenss 1,651.5 1,591.6 59.9
NET ASSETS ..ot ssstssesssseesssssstssssesss $2981.4 $2,795.6 $185.8

Member contributions transferred to the Reserve for Future Operations due to retirement or death of active
members during the year amounted to $28.2 million.

SOCIAL SECURITY

On September 15, 1953, the State of lllinois and the Federal Government signed an agreement making social
security coverage available to public employees in lllinois. In addition to extending new coverage, the System,
as State Administrator, was responsible for collecting and transmitting social security contributionstothe L.5.
Department of Health and Human Services for approximately 1,600 towns, villages and other political entities.
Members of two retirement systems in the State of lllinois, the lllinois Municipal Retirement Fund (IMRF) and
the State Employees’ Retirement System (SERS), are also covered by social security. During fiscal year 1991,
the Social Security Unit receipted slightly more than $385,000 of contributions from various political subdivi-
sions and refunds from the federal government. In addition, the Unit vouchered approximately $30,000 to
political subdivisions as refunds of contribution overpayments and paid nearly $10,000 to the U.S, Treasury.
Dueto the passage of federal legislation which mandated that state and local government employers conform
10 the same remittance schedule as private employers, the responsibility for the collection and remittance of
Social Security and Medicaretaxes was transferred from this agency to the Office of the Comptroller ofthe State
of llinois effective, January 1, 1987. Adjustments to Social Security or Medicare taxes for wages paid thru
December 31, 1986, continue to be processed through the Contribution Fund. Subsequentto January 1, 1987,
any adjustments to Social Security or Medicare taxes are reported through the Office of the Comptroller.

The Social Security Division has a staff of one full-time employee. Data processing and accounting services
are performed by other divisions of the System on a contractual basis. Expenses are appropriated by the
General Assembly and subsequently recovered from the reporting entities on a pro-rated basis. The total
amount of expenses appropriated from the General Revenue Fund for the administration of the Contribution
Fund was $59,736 and $69,142 for fiscal years 1991 and 1990, respectively.
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Actuary’s Report

The Wyau Company Suite 2400 Telephone 312 704 0600
Consuitants and Actuaries 303 West Madison Street Fax 312 704 Bl13
Chirage, Iinnis 60606-3308 Fax 312 704 8206

October 17, 1991

Board of Trustees and Executive Secretary
State Employees' Retirement System of Illincis
P. 0. Box 19255

2101 South Veteran Parkway

Springfield, IL. 62794-9255

ACTUARIAL CERTIFICATICON

We have completed the annual actuarial valuation of the assets
and liabilities of the State Employees' Retirement System of
Illinois as of June 30, 1991.

Since the last valuation Senate Bill 1951, approved in
January 1921, modified the date of application of the first
automatic annual increase for widow and survivor annuities,
added 3% automatic annual increases for disability bernefits and
cccupational death annuities, and provided a six month window
during which refunds could be repaid at an interest charge of
2.5% per annum. These legislative changes result in an increase
of approximately 0.4% in the accrued actuarial liability (AAL).

Pursuant to the law establishing the System, the actuary shall
investigate the experience under the System at least once every
five years. The Wyatt Company, as the actuary, completed such a
review for the five year period ending June 30, 1990 and
recommended assumptions which were adopted by the Board
effective June 30, 1950, and which were used for the current
valuation. We believe that, in the aggregate, the current
assumptions relate reasonably to the past and anticipated
experience of the plan.

The financing objective of the System is to accumulate assets
equal to the value of the porticn of all future benefits that is
based on members' service as of the valuation date. A
contribution rate has been determined using the Projected Unit
Credit Cost Method, providing for the normal cost plus an
amortization of the unfunded accrued actuarial liability as
required by Chapter 108-1/2, Par. 14-131(f) of the Illinois
Pension cCode. Future normal cost rates are expected to remain
constant, as a percentage of payroll, while the amortization
contribution rate will increase in equal annual increments from

Ofliges in principal ciries worldwide
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%att

the 1992 fiscal year rate until the 1996 fiscal year rate is
reached. The total contribution rate can thus be expected to
rise gradually until June 30, 1996, remain level until June 30,
2035, and then drop to a constant normal cost rate. Employer
contributions in recent years have been less than that required
to meet this financing objective.

For purposes of determining contribution rates, assets have been
valued at cost as reported by the Illinois State Board of
Investment. The liabilities have been valued based on employee
data which is supplied by the administrative staff of the System
and verified by the System's auditor. We have made additional
tests to ensure its accuracy.

In our opinion, the following schedule of wvaluation results
fairly presents the financial condition of the State Employees'
Retirement System of Illinois as of June 30, 1991. The
contribution rate determined complies with the applicable law in
force as of June 30, 1991.

THE WYATT COMPANY

By ¥<;~J““JLL 9~-E>na4{
Kimberly A. 'Boxell
Associate Of The Society of Actuaries

By_f B ALY

S. Lynh Hill
Consultant

By

d L. Nordstrom
Fellow Of The Society of Actuaries
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Actuarial Section

INTRODUCTION

The System Trust Fund receives contributions from several sources which can be considered as employer
contributions, with the largest source being the regular state appropriation. The System Trust Fund receives
an annual appropriation from the State Pension Fund, and in fiscal year 1990, also received a supplemental
state appropriation.

Annually, the System’s actuarial consultant prepares a valuation of the liabilities and reserves of the System
Trust Fund in order to make a determination of the amount of contributions required from the state. In fiscal
year 1991, the actuary has determined the required employer contribution rate and amountusing the projected
unit credit cost method. Infiscal year 1990 the Board reviewed and evaluated several alternative contribution
rates supplied by the actuary. Upon completion of their review, the Board certified an employer contribution
rate for all state agencies. Based upon the state's actual funding method described above, the System, in
recent years, has not received the minimum actuarially determined employer contribution amount.

The employers’ contribution amount, togsther with members’ contributions, income from investments and any
other income received by the System, shalf be sufficient to meet the cost of maintaining and administering the
System on a funded basis in accordance with actuarial reserve requirements, pursuant to Article 14-131 ofthe
fiinois Revised Statutes. The statutes define *actuarial reserves® as "An accumulation of funds in advance of
benefit payments which will be sufficient with respect to each member and his beneficiaries, if any, to pay the
prescribed benefits, cornputed according to the actuarial tables, without further contributions by or on behalf
of the member."

The underfunding of employer contributions continues to place undue pressure on one of the cther major
sources of revenue to the System, namely income from invastments, to consistently provide an increasing
percentage of total fund revenue. In recent years, the higher than assumed rate of return on investments
distortsthe fact that employer contributions have not kept pace with prior, current, andfuture estimated benefit
costs. For the third consecutive year, employee contributions have exceeded employer contributions to the
System Trust Fund. This fact underscores the need for the development and implementation of a systematic
and rational funding plan for the System,

In an attempt to address the pension funding dilemma, the state legislature passed S.B.95 in August, 1989,
which provided for a standardized funding method (projected unit credit) and a specified term for the
amortization of prior unfunded pension costs (40 years, level percentage of payroll). There is a seven-year
phase in period of the required employer contributions to attain the 40-year amortization level.

ACTUARIAL COST METHOD AND
SUMMARY OF MAJOR ACTUARIAL ASSUMPTIONS

For fiscal years 1991 and 1990, a projected unit credit normal cost method is used. Under this method, the
projected pension at retirement age is first calculated and the value thereof at the individual member's current
or attained age is determined. The normat cost for the member for the current year is equal to the value so
determined divided by the member's projected service at retirement. The normal cost for the plan for the year
is the sum of the individual normal costs.

Actuarial gains and losses are recognized immediately in the unfunded actuarial liability of the System. For
purposes of determining future employer contributions, however, the actuarial gains and losses are amortized
over a 40-year period as alevel percentage of payroll. The actuarial liability at any point in time is the value
of the projected pensions at that time less the value of future normal costs.

For ancillary benefits for active mernbers, in particular disability benefits, death and survivor benefits,
termination benefits, and the post-retirement increments, the same procedure as outlined above is followed.
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A description of the actuarial assumptions utilized for FY-91 and FY-90 follows:

Dates of Adoption: The Projected Unit Credit Normal Cost Method was adopted June 30, 1989; all other
assumptions were adopted June 30, 1990.

Mortality: 1986 Projected Experience Table, atable based on experience underlying the 1971
Group Annuity Mortality Table, without margins, with a projectionfor mortality improve-
ments to 1986. Five percent of deaths amongst active employees are assumed to be
in the performance of their duty.

Interest: 8% per annum, compounded annually.

Termination: lllustrative rates follow. It is assumed that terminated employees will not be rehired,

Rate Rate
Age Males Females Age Males Females
20 .188 377 45 038 .041
25 126 144 50  .032 030
30 .085 ,096 55  .030 .030
35 .062 072 60  .030 .030
40 047 .056 65  .030 .030

Salary Increases: llustrative rates of increase per annum, compounded annually:

Males & Components Males & Components
Age Females Merit Intlation Age Females Merit  Inflation
20 9.2% 4.7% 4.5% 45 6.7 22 45
25 B.7 42 45 50 6.2 1.7 45
30 8.2 3.7 45 55 57 1.2 4.5
35 7.7 32 45 60 52 7 4.5
40 7.2 27 4.5 65 50 5 45

Retlrement Rates:

Age
50-54
55-59
€0

61

62

Assets:

Expenses:

Marital Status:
Spouse’s Age:

Listed below are rates of retirement that vary by age:

General Alternative Formula General  Alernative Formula
Employees Employees* Age Employees Employees*
- % 20% 63-64 15% 20%
10 20 65 40 40
25 20 66-69 25 30
15 20 70 100 100
20 20

*An additional 10% are assumed to retire in the year in which the employee completes 30
years of service. The rates apply only to employees who have fulfilled the service
requirement necessary for retirement at any given age.

Assets available for benefits are valued at book value (cost).

As estimated and advised by SERS staff, based on current expenses with an
allowance for expected increases.

85% of employees are assumed to be married.
The female spouse is assumed to be three years younger than the male spouse.

In addition to the above, other assumptions used include disability incidence, recovery
from disability, mortality of disabled lives, remarriagerates, ages, and numbers of children
and Social Security benefit levels.

State Employees’ Retirement System of llinois



-

Actuarial Section

VALUATION RESULTS

Actuarial Liability {Reserves) FY-91 FY-90
For Annuitants:
For Benefit Recipients:
Retirement Annuities $ 1,765,612,090 $ 1,641,954,167
Survivor Annuities 230,250,907 214,764,228
Disability Annuities 72,392,278 65,636,773
Deferred:
Retirement Annuities 1,178,359 1,135,115
Survivor Annuities 8,625,050 8,635,844
Total $2,078,058,684 $1,932,126,127
For Inactive Members:
Eligible for Deferred Vested Pension Benefits 64,654,680 61,844,342
Eligible for Return of Contributions Only 6,345,600 5,576,322
Total $ 71,000,280 $ 67,420,664
For Active Members 2,800,821,248 2,538,527,403
Actuarial Present Value of Credited Projected Benefits $ 4,949,880,212 $4,538,074,194

Assets, Book Value {Cost)
Unfunded Actuarial Present Value of Credited
Projected Benefits

2,981,414,553

$ 1,968,465,659

2,795,567,110

$ 1,742,507,084

* GLOSSARY OF PENSION TERMS:

1.

ACTUARIAL PRESENT VALUE OF CREDITED PROJECTED BENEFITS -

This value is defined in GASB Statement No. 5 as the pension benefit obligation (PBQ), which is “a standardized disclosure measure of the present value
of pension benefits, adjusted for the effects of projected salary increases and any step-rate benefits, estimated to be payable in the future as a result of
employee sarvice to date”.

2. UNFUNDED ACTUARIAL PRESENT VALUE OF CREDITED PROJECTED BENEFITS -
This is the difference batween the actuarial present value of credited projected benefits and the actuarial value of assets of the pension plan. lincludes
the unfunded prior and past service costs as well as normal costs not funded by the employer and actuarial gains and losses.

3. NORMAL COST -
This is the pension cost for service during the period as determined by an actuarial cost method.

4, PAST SERVICE COST -
Atthe inception of a plan, credit is often given to employess for services rendered before creation of the pian. Naturally, no contributions would have been
made by the employer. Therefore, a cost has been incurred but not funded. This is called past service cost
Genarally accepted accounting principles provide that these costs should be deferred and recognized over future periods. The logic to this follows from
the presumption that the employer granted these pension benefits for past service because some future value from better employse morale and higher
productivity wilf be obtained. Thus, past service costs are deferred and recognized over the expected period of benefit. The convention has been to amortize
past service coslts over a period of 40 years, which is the approximate working lifetime of employees.
Past service costs can be amortized using alevel dollaramount or alevel percent of pay. Amortization payments are determined in the same way a mortgage
payment is determined.

5. PRIOR SERVICE COSTS -
Pension plan benefits are often changed by amendments. When such a change gives credit for employee services rendered prios to the amendment, it
gives rise to what are called prior service costs,
These are treated like past service costs, that is, the amount is deferred and amortized over future periods. As a practical matter, actuaries do not treat past
and prior service costs separately but are instead handled as one value.

& ACTUARIAL GAINS AND LOSSES -

Actual events usually differ from assumptions made by an actuary. The dollar effect of these variances from assumed values is an actuarial gain or loss,
Acluarial gains and losses can also include the effects on the actuarial present value of benefits resulting from changes in actuarial assumptions.

Portfolio investment returns are another major source of actuarial gains and losses atecting pension expense (contribution) for the period. The discount
rate was the sxpected return on pension plan investments. Therefore, if the portfolia’s actual returns axceed the expected return (discount rate), an actuarial
gain results and employer contributions are reduced. i returns are less than expected, there is an actuarial loss, and employer contributions are increased.

* Reprinted with permission from "Pensions: The Big Black Box, A Primer for Public Sector Officials", copyright 1990, by Deloitte and Touche.
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SHORT-TERM SOLVENCY TEST

A short-term solvency test is one means of checking a system's progress under its funding program. In ashort-
term solvency test, the plan's present assets (primarily cash and investments) are compared with: 1} active
member contributions ondeposit; 2) the liabilities for future benefits to present retiredlives; and 3) theliabilities
for service already rendered by active members. In a system that has been following level percent of payroll
financing, the liabilities for service already rendered by active members (liability 3) should be partially covered
by the remainder of present assets. If the system continues using level cost financing, the funded portion of
liability 3 will increase over time, although it is very rare for a system to have its liability 3 fully funded.

The State of lllinois, however, has generally fundedthe System based on benefit payout, a level which increases
over time reflecting a larger work force and higher salary levels. Consequently, it can be expected that a
percentage of liability 3 has been funded to date. (It should also be noted that the improvement refiected in
recent years results primarily from the significant realized gains on the sale of investments previously
described.)

Computed Actuarial Values inthousands of dollars)
Percentage of

Current Active and lnactive Met Assets Actuarial Values
Fiscal Member Ratirees and Members, Employer Available Covered by Net
Year Contributions Beneficiaries Financed Portion For Benefits Assets Available
M 4] 3 (1) ] 3
1982 $448,908 $ 914,281 $1,144,618 $1,200,142 100.0% 822% 0.0%
1983 482 983 1,049,972 1,270,744 1,408,760 100.0 88.2 0.0
1984 517,008 1,150,634 1,414,552 1,581,326 100.0 92.5 0.0
1985 554,823 1,172,344 1,100,162 1,707,259 100.0 98.3 .0
1986 597,438 1,287,644 1,228,253 1,974,095 1000 100.0 7.2
1987 644,749 1,431,161 1,285,813 2,225,883 100.0 100.0 1.7
1988 699,190 1,546,828 1,395,561 2,381,806 100.0 100.0 97
1989 757,180 1,653,880 1,341,074 2,580,199 100.0 100.0 12.6
1990 823,025 1,932,126 1,782,923 2,795,567 100.0 100.0 23
1991 897,690 2,078,059 1,974,131 2,981,415 100.0 100.0 0.3
ANALYSIS OF FUNDING

in an inflationary economy, the vaiue of the dollar decreases. This environment results in erployees’ pay and
retirement benefits increasing in dollar amounts resulting in unfunded accrued liabilities which increase in
dollar amounts, all at a time when the actual substance of these items may be decreasing. Looking at just the
dollar amounts of unfunded accrued liabilities can be misleading. The ratio of the unfunded accrued liabilities
to active employee payroll provides an index which clarifies understanding. The smaller the ratio of unfunded
liabilities to active member payroll, the stronger the system. Observation of this relative index over a period of
years will give an indication of whether the system is becoming financially stronger or weaker. (It should be
notedthatthe improvement reflected inthe following schedule for recentyears resuits primarily from significant
realized gains on the sale of investments previously described.)

(in thousands of dollars)

Net Assets as a Total Unfunded Unfunded Actuarial

Fiscal Total Actuarial % of Actuarial Actuarial Member Liability as a % of
Year Liability Net Assets Liability Liability Payroll Member Payroll
1982 $2,507,807 $1,200,142 47.9% $1,307,665  $1,334,262 98.0%
1983 2,803,699 1,408,780 50.2 1,394,919 1,378,735 101.0
1984 3,082,194 1,581,326 51.3 1,500,907 1,437,546 104.0
1985 2,827,329 1,707,259 60.4 1,120,070 1,569,532 71.0
1986 3,113,335 1,974,095 63.4 1,139,240 1,713,755 66.0
1987 3,361,723 2,225,883 66.2 1,135,840 1,825,196 62.0
1988 3,641,579 2,381,806 65.4 1,259,773 1,953,960 65.0
1988 3,752,134 2,580,199 68.8 1,171,935 2,106,121 56.0
1880 4,538,074 2,795,567 61.6 1,742,507 2,270,303 77.0
1991 4,949,880 2,981,415 60.2 1,968,465 2,461,352 80.0
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ANALYSIS OF FINANCIAL EXPERIENCE

Gain (Loss) in Actuarial Liability for Fiscal Years ending June 30, 1991 and 1990 are as follows:

1. Actuarial Gains (Loss)
(a) Age & Service Retirements
(b} Incidence of Disability
(¢) In-Service Mortality
(d) Retiree Mortality
(e} Disabled Mortality
() Termination of Employment
(g) Salary Increases
(h) Investment Income
(i) Other
Total Actuarial Gain (Loss)

2. Contribution (Income)

3. Non-Recurring ltems
{(a) Changes in Actuarial Assumptions
{b) Change in Data Provided by SERS
(i) Current Average compensation
(ii) Beneficiaries not previously reported
(c) Increases due to new legislation

Total Non-RecurringGain {Loss)
Total Financial Gain (Loss)

1991

$ (19,232,881)
(889,305)
(5,776,927)
(1,867,193)
619,073
(12,967,263)
(15,879,462
(43,333,979)

(4,811,500)

$ (104,139,437)

$ (93,869,035)

SCHEDULE OF ACTIVE MEMBER VALUATION DATA

Valuation Annual

Date Number Payroll
6/30/82 76,904  $1,334,262,000
6/30/83 73,050 1,378,735,000
6/30/84 68,975 1,437,546,000
6/30/85 71,647 1,569,532,000
6/30/86 74,012 1,713,755,000
6/30/87 74,732 1,825,196,000
6/30/88 74,923 1,953,860,000
6/30/89 76,651 2,106,121,000
6/30/90 79,211 2,270,303,000
6/30/91 81,023 2,461,352,000

1990

$ (32,243,743)
{1,634,929)
(3,983,963)

1,361,738

55,701
(24,540,651 )
(5,058,229)

6,636,389

(9,671,908)
$ (69,079,595)

$ (60,475,981)

$ - $(185,673,427)
- (3,819,591)
{10,206,953) -
(17,743,150) (251,523,053)
$ (27,850,103 ) $(441,016,071)
$(225,958,575 ) $[570,571,647)
Annual % Increase
Average Pay In Average Pay
$17,350 8.6%
18,874 8.8
20,842 10.4
21,906 5.1
23,155 57
24,423 55
26,080 6.8
27,477 5.4
28,661 43
30,378 6.0
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SCHEDULE OF RETIRANTS ADDED TO AND REMOVED FROM ROLLS

Fiscal Beginning Ending
Year Balance Additions (Removals) Balance
1982 17,307 1,623 (683} 18,247
1983 18,247 1,764 {705) 19,306
1984 19,306 1,648 (797) 20,157
1985 20,157 1,639 (827) 20,969
1986 20,969 1,635 (833) 21,771
1987 21,771 1,629 (871) 22,529
1988 22,529 1,506 (897) 23,038
1989 23,038 1,632 {998} 23,572
1990 23,572 1,356 {1,064) 23,864
1991 23,864 1,428 {1,009) 24 283

SCHEDULE OF SURVIVORS’ ANNUITANTS
ADDED TO AND REMOVED FROM ROLLS

Fiscal Beginning Ending
Year Balance Additions (Removals) Balance
1982 6,485 542 (164) 6,863
1983 6,863 516 {240) 7,139
1984 7,139 535 (303) 7,371
1985 7,371 568 (313} 7,626
1986 7,626 492 (295) 7,823
1987 7,823 514 (322) 8,015
1988 8,015 617 (336) 8,296
1989 8,296 578 (375) 8,499
1990 8,499 525 (395) 8,629
1991 8,629 576 (386) 8,819

SCHEDULE OF DISABILITY RECIPIENTS
ADDED TO AND REMOVED FROM ROLLS

Fiscal Beginning Ending
Year Balance Additions (Removals) Balance
1982 1,871 2,543 (2,526) 1,888
1983 1,888 2,532 (2,569) 1,851
1984 1,851 2,323 (2,375} 1,799
1985 1,799 2,182 (2,247) 1,734
1986 1,734 2,002 (2,033) 1,703
1987 1,703 1,800 (1,926) 1,577
1988 1,577 1,779 (1,820) 1,536
1989 1,536 1,713 (1,791) 1,458
1990 1,458 1,724 (1,681) 1,501
1891 1,501 2,027 {1,945) 1,583
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RECONCILIATION OF UNFUNDED ACTUARIAL LIABILITY

_FY-91 _FY-90
Unfunded Liability, Beginning of Fiscal Year $ 1,742,507,084 $1,171,935,437
Contributions Due
Interest on the Unfunded Liability 139,400,567 113,876,679
Total Normal Cost 72,166,831 56,553,248
Participants {includes Repayment of Refunds) 120,263,354 110,109,685
interest on Normal Cost 7,549,129 6,538,268
Total Due $ 339,379,881 $ 287,077,880
Contributions Paid
Participants (includes Repayment of Refunds) $ 120,263,354 $ 110,109,685
Employing State Agencies and Appropriations 115,979,568 107,938,024
Interest on Contributions 9,267,924 8,554,120
Total Paid

Increase in the Unfunded Liability

Actuarial {Gains) Losses:
From Investment Return
Greater (Less)Than 8%
From Salary Increases

43,333,979 $ (6,636,399)

Greater Than 6 1/2% 15,879,462 5,058,229
From Retirement at Other Than Expected Age 19,232,881 -
From Fewer Terminations Than Expected 12,967,263 -
From Other Sources 12,725,852 70,657,765

5t

Total Actuarial (Gains) Losses
Non-Recurring ltems:

Plan Amendments 17,743,150 $ 251,523,053

Changes in Actuarial Assumptions - 185,673,427
Additional Data Provided by SERS:
a) Current average compensation
b) Beneficiaries not previously reported
Total Non-Recurring ltems

3,819,591

Total Increase (Decrease) in Actuarial Liability

Unfunded Liability, End of Fiscal Year $ 1,968,465,659 $1,742,507,084
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Investment Report
Investment Portfolio Summary

Analysis of Investment Performance
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INVESTMENT REPORT

By state law the System’s investment function is managed by the lilinois State Board of investment (1SB! Board).
The ISBI Board was created in 1964 to provide a means of centralizing the investment management function for
public employee pension funds and retirement systems operating in the state. At the end of the fiscal year, in
addition to the assets of the State Employees’ Retirement System, the ISBI Board also managed the investment
function for the Judges’ and General Assembly Retirement Systems. As of June 30, 1991, total net assets under
management valued at market, amounted to $3.503 billion. Of the total assets under management, $3.275 billion
or 93.5% represented assets of the State Employees’ Retirement System.

Management Approach

The ISBI Board manages the Fundin accordance withthe "prudent personrule® as adopted by the lllinois General
Assembly in 1982. The ISBl Board has established a long-range investment policy which, inline with the prudent
person rule, affirms that the Fund's objective is to provide the greatest possible long-term benefits through
maximization of the total return of the Fund, within prudent risk parameters. Further, it is the ISEI Board's
philosophy that the assets owned by the participating systems and managed by the ISBi Board are held for the
exclusive purpose of providing benefits to the participants and annuitants of the respectiva retirement systems
and their beneficiaries. n line with this philosophy, the ISBI Board from time to time evaluates its asset allocation
which is considered by many 1o be the single most impaortant factor in pension investment management. The
three major asset classes are: bonds, equities and cash; with smaller positions being allocated to real estate,
venture capital and other alternative investments.

Total Fund Results

The lllinois State Board of investment Commingled Fund (ISBI Fund) had a market value of $3.503 biliion as of
the end of its fiscal year, June 30, 1931, The ISBI Fund had an increase in market value of $219.2 million for the
fiscal year, alt of which resuited from net appreciation of assets and net realized yield on investments, as the
mermber systems withdrew $10 million on a net basis during the fiscal year.

Due to strong domestic equity and bond markets during the last six months of the fiscal year, the 1SBI Fund
produced atotal rate of return of 7% for fiscal year 1991. As setforth jn more detail below, domestic equities, fixed
income and non-marketable securities achieved results well above the ISBI Fund’s total rate of return, while
international securities and real estate produced lower results.

The objective of the ISB| Fund is to allocate assets among the various investment categories in a manner that
maximizes return and minimizes risk in the security markets. Focusing on that objective, the ISBI Board has
engaged a consulting firm to make a comprehensive and guantitative review of the ISBI Fund's portfolio mix,
including conformance to pre-determined asset allocation policies and investment guidelines, as well as
perdormance benchmarks for its external managers. Itis anticipated that this project will be completed before
the end of calendar year 1991 and the iSBI Board intends to then review and possibly adopt a new three to five
year investment strategy.

Over the nine year period since the adoption of the prudent person legislation, the ISBIl Fund has produced a
compounded annual rate of return, net of expenses and charges, of 13.2% and its net assets have increased by
$2.4 billion. The last three and five year average annual returns were 9.9% and 8.1%, respectively.

Fixed Income

Substantially all of the investments in the fixed income component are managed internally except for approxi-
mately $264.6 million managed by external high yield and convertible debt managers. Internally managed fixed
income investments produced a 10.4% rate of return which is slightly better than the benchmark. External
managers produced net rates of return approxirnating their benchmark indices,
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Comparative average annual rates of returnfor the composite of the funds allocated to the fixed income managers
and the benchmark market indices are set forth below:

1 Year 3 Years 5 Years
ISBI 9.0% 8.9% 8.4%
Shearson Lehman G/C 10.2% 9.9% 8.3%
Shearson Lehman Aggregate 10.1% 10.2% 8.8%

Equity

The ISBI Board's stated policy of having all equity investments managed externally has been implemented. As
of June 30,1981, funds under management by domestic, global, and international equity mangers totaled $1,273
miflion, $207 miilion, and $87 million, respectively.

All three equity categories performed better than their market benchmarks with domestic equities substantially
outperforming global and international equities during the fiscal year. Domestic equity managers produced a
9.9% rate of return for the fiscal year, as comparedto 7.4% for the S & P 500; global managers had a loss of .3%,
as compared to a 4% loss for the Morgan Stanley Capital International World Index (MSCl); and international
managers had a loss of 10.9%, as compared to an 11.2% loss for the Morgan Stanley Capital International
Perspective Index for Europe, Australia, and the Far East (EAFE) for the fiscal year.

The composite average annual rates of return for investments managed by all of the equity managers, as
compared to the S & P 500, are set forth bafow:

1 Year 3 Years 5 Years
ISBI 7.3% 11.5% 8.6%
S&P 500 7.4% 14.7% 11.9%

Real Estate

The combined real estate portfoiio is well diversified by property type and substantially non-leveraged.
Nonetheless, write-downs on appraised vaiues exceeded cash returns to the ISBI Fund, thereby resulting in a
loss of 1.4% for fiscal year 1991. All ofthe ISBI Fund's investments in real estate are passive and are represented
by interests in limited partnerships, trusts, and other forms of pooled investments. The allocation according to
property type is 32% retail, 23% office, 12% apantment, 6% warehouse and research and development, with the
remaining 27% in mixed use, land and miscellaneous. The ISBi Board made no new commitments to the real
estate sector during fiscal years 1990 and 1991,

Average annual returns for the combined real estate portfolio compared to the benchmark market index for
unleveraged institutional grade property returns are as follows:

1 Year 3 Years 5 Years
ISBI (1.4)% 3.6% 4,9%
NCREIF (1.1)% 2.0% 3.7%

Non-Marketable Securities

The total rate of return for this category of investment was an excellent 22.7% for the fiscal year. A substantial
portion of the return was attributable to one leveraged buyout external manager’s performance and the fact that
initial public offerings were effected by a number of portfolio companies. This category of investments consists
primarily of passive interests in imited partnerships and other entities that have pooled financial resources and
engage in leveraged buyouts, venture capital and other private placement activities. As of June 30, 1991, the
market value of the non-marketable securities portfolio amounts to 5.2% of the tota) 1SBI Fund.
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Average annual returns for additional time periods for this category are set forth below:

1 Year
ISBl 22.7%

Management Expenses

3 Years 5 Years

14.8% 11.1%

Total operating expenses, including fees to externalmanagers, for thefiscal yearwere $11,486,438, as compared
to $9,915,278 for the previous fiscal year. The expense ratio (expenses divided by assets under management)
was .33%as comparedto.31%lastfiscalyear. The State Employees’ Retirement Syster’s share oftotal operating

expenses amounted to $10,728,245.

Additional Information

For additional information regarding the System’s investment function, please refer to the Annual Report of the
inois State Board ofInvestment, June 30, 1991, A copy ofthe report can be obtainedfromthe Board at 180 North

LaSalle Street, Suite 2015, Chicago, lllinois 60601.

INVESTMENT PORTFOLIO SUMMARY
June 30, 1991

June 30, 1990

Market Value Percentage
$ 1,280,391,270 39.0%
1,415,536,152 43.1%
338,205,156 10.3%
157,978,812 4.8%
91,665,687 2.8%
$ 3,283,777,077% 100.0%

Market Value Percentage

Fixed Income $ 1,375,015,021 39.3%
Equities 1,473,327,061 42.1%
Real Estate 341,066,237 9.7%
Non-Marketable 183,670,238 5.2%
Cash equivalents** 129,935,529 3.7%
Net assets at

market value $ 3,503,014,086* 100.0%
Net assets, at cost

$3,153,805,617*

$ 2,671,557,481*

* These amounts represent the total assets under management of the lllinois Siate Boasd of investment, The assets of the Stale Empioyees' Refirement System at market and
cost for fiscal year 1681 were $3,275,201,134 and $2.548,573, 783, respectively. For fiscal year 1990 the market and cost values ware $3 086,084,813 and $2,775,885,256,

respeclively.
** Cash equivalents includes othar assets less liabilities,

ANALYSIS OF INVESTMENT PERFORMANCE
1

Total Return* - Past 3 years

Total Return* - Past S years

Total Return* - year by year
Actuarial Assumed Rate of Return
Average Net income Yield*

5.2%

5.2%

1988 1987

Comparative rates of return on fixed income securities

Total fixed income - 1SBI 9.0% 5.9%
Comparison index:
Shearson Lehman Government/
Corporate Bond Index 10.2% 71%

Comparative rates of return on equities

Total equities - ISBI 7.3% 10.5%
Comparison index:
S&P 500 7.4% 16.4%

5.6%

12.0% 9.3% 5.7%
12.3% 7.5% 4.7%
17.0% (4.6%)  14.4%
20.6% (6.9%)  25.1%

* Total return is the combined effect of income eamed and market appreciation (depreciation). Average net incame yield Is the income earmned for the year divided by the

average market value of aasets employed,
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A Comparison of Total Members, Net Assets, and Total Actuarial
Liabilities for the Past 10 Years

Balance Sheet Assets

Balance Sheet Liabilities

Revenues by Source

Expenses by Type

Benefit Expenses by Type

Total Membership

Active Membership

Number of Recurring Benefit Payments
Termination Refunds - Number/Amount

Retirement Annuities ~ Average Monthly Benefit For Current Year
Retirees by Type

Retirement Annuities - Current Age of Active Recipients

Retirement Annuities - Average Service (in months) For Current
Year Retirees at Effective Date of Benefit

Annuitants by Benefit Range (Monthly)
Widows’ and Survivors’ by Benefit Range (Monthly)

Occupational and Non-Occupational (incl. Temp.) Disabilities by
Benefit Range (Monthly)

Active Retirees by State
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A comparison of total members, net assets and total actuarial

liabilities for the past ten years.

{in millions)
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BALANCE SHEET ASSETS - SYSTEM TRUST FUND

Fixed Assets, Net of

FY Ended Investments Investment Accumulated

June 30 Cash Receivables At Cost Adjustment Depreciation Total
1982 § 7,494,162 $6,390,869 $1,236,672,447 §(48,013,214)* $1,202,544,264
1983 7,219,474 7,984,364 1,395,936,136 1,411,139,974
1984 9,100,232 9,923,500 1,564,277,185 $ 189,494 1,583,490,411
1985 11,216,376 9,799,827 1,688,252,032 127,268 1,709,395,503
1986 7,618,809 8,931,617 1,958,702,313 124,916 1,976,377,655
1987 5,977,771 10,189,788 2,211,906,317 168,785 2,228,242,661
1988 9,893,839 6,931,093 2,367,063,722 823,484 2,384,712,138
1889 9,730,385 7,047,705 2,565,152,803 1,103,973 2,583,034,866
1980 11,187,478 8,072,524 2,775,885,256 4,340,351 2,799,485,609
1991 18,682,979 12,050,151 2,949,573,783 4,436,451 2,984,743,364

* Allowance for accumulated net realized loss distributed by the lllinois State Board of Investment. Since 1982 net realized gains and losses
have been distributed annually,

BALANCE SHEET LIABILITIES - SYSTEM TRUST FUND

fY Ended Accounts

June 30 Payable

1982 $2,402,469
1983 2,359,780
1984 2,164,123
1985 2,136,041
1986 2,282,972
1887 2,358,515
1988 2,906,072
1989 2,836,020
1990 3,918,459
1991 3,328,811

Reserve For
Member
Contributions

$448,908,264
482,983,107
517,008,266
554,822,852
597,438,053
644,749,034
699,189,621
757,180,186
823,025,513
897,689,637

Reserve For
Interest
Accumulations
and Future
Operations

$ 751,233,531

925,797,087
1,064,318,022
1,152,436,610
1,376,656,630
1,581,134,112
1,682,616,445
1,823,018,660
1,972,541,597
2,083,724,916

REVENUES BY SOURCE - SYSTEM TRUST FUND*

FY Ended Member

June 30 Contributions
1982 $ 69,300,949
1983 72,371,246
1984 73,442,196
1985 77,830,806
1986 84,563,536
1987 90,096,279
1988 95,928,239
1989 101,805,417
1990 110,109,685
1991 120,263,354

*These amounts do not include the General Revenue Fund appropriation for the administrative expenses of the Centribution Fund.

State
Contributions

$ 61,500,375
71,846,403
86,464,279
94,456,693

102,213,693
109,559,940
99,990,822
98,471,993
107,938,094
115,979,568

State Employees’ Retirement System of lllinois

Investment
Income

$101,697,502
182,573,257
150,170,315
101,754,931
240,235,534
226,929,603
148,802,057
199,452,398
213,139,724
180,520,373

Total

$1,202,544,264
1,411,139,974
1,583,490,411
1,709,395,503
1,976,377,655
2 228,242,661
2,384,712,138
2,583,034,866
2,799,485,609
2,984,743,364

Total

$232,498,826
336,780,906
310,076,790
274,042,430
427,012,763
426,585,822
344,721,218
399,729,808
431,187,503
418,763,295
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EXPENSES BY TYPE - SYSTEM TRUST FUND*

Contribution

FY Ended Refunds Administrative Other

June 30 Benefits (Incl. Transfers) Expenses  Expenses** Total
1982 $100,453,675 $13,942,805 $2,245,727 $(2,480,124) $114,162,083
1983 111,852,846 14,009,169 2,290,492 128,152,507
1984 120,996,071 14,145,498 2,428,623 137,570,190
1985 132,316,478 13,240,326 2,552,452 148,109,256
1986 143,548,518 13,780,843 2,848,181 160,177,542
1987 159,614,328 12,182,089 3,000,932 174,797,359
1988 173,644,549 11,983,814 3,169,935 188,798,298
1989 185,354,303 12,602,555 3,380,170 201,337,028
1990 199,606,912 12,325,179 3,887,148 215,819,239
1991 215,290,386 11,851,930 3,773,536 230,915,852

* These amounts do notinclude the General Revenue Fund Appropriations for the administrative expenses of the Contribution Fund.

**  Netrealized losz or (gain} oninvestments undistributed by the lllinois State Board of Investment, Accumulated netlosses from 1970
through 1979 amounted to $42,998,251. Since 1982 realized losses or gains have been distributed annually.

BENEFIT EXPENSES BY TYPE - SYSTEM TRUST FUND

FY Ended Retirement Survivors’ Disability Lump Sum

June 30 Annuities Annuities Benefits  Death Benefits Total
1982 $ 68,602,104  $14,236,031 $13,163,602 $4,451,938 $100,453,675
1983 77,472,708 15,253,035 14,101,575 5,025,528 111,852,846
1984 86,651,697 16,114,837 13,985,426 4,244 111 120,996,071
1985 95,965,469 17,086,453 14,164,732 5,099,824 132,316,478
1986 106,475,314 17,856,166 14,452,304 4,764,734 143,548,518
1987 119,758,023 18,955,079 14,521,296 6,379,930 159,614,328
1988 132,265,411 20,319,659 14,660,199 6,399,280 173,644,549
1989 142,706,550 20,987,489 14,379,147 7,281,117 185,354,303
1990 154,368,901 22,014,615 15,313,434 7,909,962 199,606,912
1991 166,360,086 23,592,609 16,655,172 8,682,519 215,290,386

State Employees’ Retirement System of lllinois
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Retirement Annuities Number of Retirement Annuities
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TOTAL MEMBERSHIP - COORDINATED/NONCOORDINATED

Total Total

FY Ended Male Female Total
June 30 Members Members Members
1982 52,079 51,472 103,551
1983 50,033 48,707 98,740
1984 47,885 46,051 93,936
1985 49,326 46,381 95,707
1986 50,478 46,932 97,410
1987 50,281 46,367 96,648
1988 50,245 46,256 96,501
1989 50,396 47,113 97,509
1990 51,635 48,424 100,059
1991 52,831 49,438 102,269

ACTIVE MEMBERSHIP - COORDINATED/NONCOORDINATED

Total Total Annual
Female Active Earnings
Members Members Reported

39,586 76,904 $1,334,262,000
37,145 73,050 1,378,735,000
34,882 68,975 1,437,546,000
35535 71,647 1,569,532,000
36391 74012 1,713,755,000
36,514 74,732 1,825,196,000
36,552 74,923 1,953,960,000
37,752 76,651 2,106,121,000
38,960 79211 2,270,303,000
38,714 81,023 2,461,352,000

ﬂ State Employees’ Retirement System of lllinois
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Total membership - Coordinated/Noncoordinated
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NUMBER OF RECURRING BENEFIT PAYMENTS - SYSTEM TRUST FUND

FY Ended Retirament Survivors' Disability*

June 30 Annuities Annuities Benefits Total

TGB2 ..o reenrreir e 18,247 6,863 1,888 26,998
TOB3 . 19,306 7,139 1,851 28,296
1984 ... 20,157 7,371 1,799 29,327
1985 ... e b e 20,969 7,626 1,734 30,329
1986 ..ot 21,771 7,823 1,703 31,297
1887 e e 22,529 8,015 1,577 32,121
TO8B ., 23,038 8,296 1,536 32,870
1989 ..ttt 23,572 8,499 1,458 33,529
1930 ... 23,864 8,629 1,501 33,994
1991 v s 24,283 8,819 1,583 34,685

*Includes individuals receiving total temporary disability payments under the Workers' Compensation Act.

TERMINATION REFUNDS - NUMBER/AMOUNT - SYSTEM TRUST FUND

FOBZ ...t e e 12,893 $13,212,484
OB ..ot e b e 10,252 13,149,550
TGBE ...t e e e e e e 7,664 13,349,332
TS it e e e e R R RS s 5,638 12,338,874
TOBE ...ccianerrensssensssscenmastessesareemes it emesst sesssians s s sss s snsssbssssnsanenss Oy 4 18 12,587,868
T8 ettt s e e R e 4,930 11,192,197
TOBB . e e s 4,431 11,115,216
D E2 2 1 OSSO OSSPV OO 3,879 11,393,289
TOO0 .t e R e a R e e 3,509 11,088,659
TOGT ettt e s e e R e s 3,235 10,488,713

State Employees’ Retirement System of lllinois
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RETIREMENT ANNUITIES - SYSTEM TRUST FUND
Average Monthly Benefit For Current Year Retirees By Type

Statistical Section

Fiscal Year Ending June 30
1991 1990 1989 1988 1987

Not Coordinated with Social Security $1237.79 $1,15358 $ 975.24 $ 92409 $ 83086
Coordinated with Social Security 404.26 411.07 371.83 347.06 325.96
Alternative Formula 2,821.34 2,903.27 2,450.98 234052  2134.07
Dept. of Corrections - Special Formula -

Not Coordinated with Social Security 1,640.16 1,469.27 1,393.57 1,370.91 1,126.09
Dept. of Corrections - Special Formula

Coordinated with Social Security $93.56 968.73 863.82 891,39 993.61
Court Reporters - Not Coordinated

with Social Security 1,440.34 1,949.44 - - -
Court Repoerters - Coordinated

with Social Security 328.58 705.94 - - -

Total Average $ 78448 $ 80207 $ 67293 § 67038 § 645.71
RETIREMENT ANNUITIES - SYSTEM TRUST FUND
Current Age of Active Recipients
Fiscal Year Ending June 30

Age 1991 1990 1989 1988 1987
Under 51 8 6 1 2 6
51-55 159 168 196 196 189
56-60 792 770 735 700 714
61-65 3,495 3517 3,697 3,684 3,623
66-70 §,865 5,808 5,705 5,628 5,522
7175 5,460 5,485 4 4864 5,478 5,508
76-80 4,495 4,325 5,206 4018 3,839
81-85 2,516 2,391 2,242 2,095 1,974
86-89 934 899 852 805 754
Ovar 89 559 495 474 432 406
Taotal 24,283 23,864 23,572 23,038 22,529
Average age — 7270 72.55 72, ) 72.

RETIREMENT ANNUITIES - SYSTEM TRUST FUND
Average Service (in months) for Current Year Retirees at Effective Date of Benefit

Fiscal Year Ending June 30

1981 1990
Not Coordinated with Sacial Security 344,13 339.78
Coordinated with Social Security 209.78 209.45
Alternative Formula 341.68 345.42
Dept. of Corrections - Special Formuia -
Not Coordinated with Social Security 324.05 327.02
Dept. of Corrections -Special Formula -
Coordinated with Social Security 278.35 261.29
Count Reporters - Not Coordinated
with Social Security 309.05 389.80
Count Reporters - Coordinated
with Social Security 172.00 199.37
Total Average 2h8.32 260.82

1989
319.85
205.34
333.31
326.29

27529

252.01

1988 1987
316.25 306.72
198.45 194.84
340.07 342.90
323.25 296.43
272.34 261.44
251.41 248.60

State Employees’ Retirement System of lllinois
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Annuitants Widow’s and Survivors’
by Benefit Range by Benefit Range
{(Monthly) (Monthly)
June 30, 1991 June 30, 1994
Benwiit Cumulative % of  Cumlative Benoft Cumulative ot Curmnilative:
Rangs Total Totat TotWl % of Fotal FAarge Tots Total Tota % of Total
$ 1100 1,148 1,146 47 47 |$ 1100 2,546 2548 289 289
101200 4,783 5929 197 244 101200 2,325 4,871 264 653
201-300 4,049 9978 167 41.1 201-300 1,795 6,666 204 757
301-400 3,000 12,978 124 535 | 2301400 1,002 7,668 114 871
401-500 2,164 15142 895 624 | 401500 610 B278 69 940
501-800 1,581 16723 65 689 501800 181 8459 21 96.1
601700 1,208 17,931 50 738 601700 141 8600 1.6 977
701800 915 18846 38 777 701800 B7 8687 1.0 0987
801900 762 19,608 3.1 BOg 801900 53 6,740 06 99.3
801-1000 608 20216 25 833 | 901-1000 33 8773 04 997
1001-1100 564 20,780 23 856 | 10011100 15 8788 02 999
1101-1200 437 21,217 1.8 874 | 11011200 13 8801 01 1000
1201-1300 375 21,592 15 B89 | 1201-1300 9 8810 00 1000
1801-1400 305 21,897 13 902 | 1301-1400 2 8812 00 100.0
1401-1500 316 22,213 1.3 91,5 | 1401-1500 3 8815 00 1000
1501-1600 296 22,509 1.2 927 | 1501-1600 1 8816 00 1000
1601-1700 227 22,736 0.8 936 | 1601-1700 2 8818 00 1000
1701-1800 201 22937 0.8 %44 | 1701-1800 0 8818 00 1000
1801-1900 194 23,931 08 952 | 1801-1900 0 8818 00 1000
1901-2000 149 23280 06 958 | 1901-2000 0 8818 00 1000
20012100 135 23415 0.6 964 ;| 2001-2100 1 8819 00 1000
21012200 99 23514 04 968 | 2101-2200 0 8818 00 1000
22014940 769 24,283 3.2 100.0 | 2201-4940 0 8819 00 1000

Occupational and
Non-Occupational
(Incl. Temp) Disabilities
by Benefit Range (Monthly)
June 30, 1991

Barefil Cumulative %ol Cumulative

Range Tatal Total Tol % of Tota
$  1-100 28 28 1.8 1.8
101200 133 161 B84 102
201-300 239 400 151 253
301400 193 593 122 375
401-800 143 736 9.0 465
501600 94 830 53 524
601-700 89 919 56 580
701-800 112 1,031 71 651
801-800 116 1,147 7.3 724
9011000 88 1235 56 780
1001-1100 75 1,310 47 827
11011200 B4 1,304 53 880
1201-1300 57 1,451 36 Q1.8
1301-1400 40 1,481 25 941
14011500 27 1518 1.7 958
1501-1600 26 1544 16 974
1601-1700 11 1,555 0.7 98.1
1701-1800 8 1563 0.5 988
1801-1900 4 1567 03 989
1901-2000 5 1572 03 992
2001-2100 3 1575 02 994
2101-2200 0 1575 00 994
2201-4940 8 1583 06 1000

e ——

Active Retirees by State
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Plan Summary

SUMMARY OF RETIREMENT SYSTEM PLAN

(As of June 30, 1991)
| 1. PURPOSE

The State Employees’ Retirement System of lllinois, a state agency, provides an orderly means whereby aged or disabled
emplayees may be retired from active service without prejudice or hardship and enables the employees to accumulate
reserves for old age, disability, death and termination of employment.

2. ADMINISTRATION

Responsibility for the operation of the System and the direction of its policies is vested in a Board of Trustees consisting
of seven members. The administration of the detailed affairs of the System is the responsibility of the Exacutive Secretary
who is appointed by the Board of Trustees. Administrative policies and procedures are designed to ensure an accurate
accounting of funds of the System and prompt payment of claims for benefits within the applicable statute.

3. EMPLOYEE MEMBERSHIP

All persons entering state service become members of the System after serving a six-month qualifying period unless their
position is subject to membership in another state supported system. Any enrollee of the Young Adult Conservation Corps
is excluded from membership. Employees appointed by the Govemnor and requiring confirmation by the State of lllinois
Senate may elect to become members of the System.

4. MEMBERS CONTRIBUTIONS

Members are required to contribute a percentage of salary as their share of meeting the cost of the various benefits,
Contribution rates are as shown below:

‘ A. Members Coordinated with Social Security - 4% of salary
B. Members Without Social Security - 8% of salary

C. State Police, Special Agents, Firefighters, Secretary of State Investigators, Conservation Police Officers, Depart-
‘ ment of Revenue Investigators, Central Management Services Security Police and Mental Health Police Officers
-9 1/2% of salary

D. Full Time Security Employees of the Dapartment of Corrections; Air Pilots -
(1) Coordinated with Social Security - 5 1/2% of salary
{2) Without Social Security - 9 1/2% of salary

Members coordinated with social security also pay the current social security tax rate.

5. RETIREMENT PENSION
A.  Qualification of Member

Upon termination of state service, a member is eligible for a pension at age 60 with at least eight years of pension
credit; at any age with 35 or more years of credit; between ages 55 and 60 with 30 to 35 years of credit with the
pension reduced by one-half of 1% for each month the member is under age 60. Employees of the Department
of Corrections security employees and the Department of Mental Health and Developmental Disabilities - Chester,
lllinois facility employees who are not eligible for the Alternative Formula must have at least 20 years of membership
service to qualify for special pension formulas which will apply only to the service earned while in a security
position.

Members in Alternative Formula positions are eligible at age 50 with at least 25 years of gligible creditable service
or at age 35 with at least 20 years of eligible creditable service In such a position.

B. Amount of Pension

The pension is based on the member's final average compensation and the number of years of pension cradit that
‘ have been established.

State Employees’ Retirement System of illinois
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The pension formula reflects a graded or progressive method according to fength of service as foliows:

Employees Employees Full Time Alternative Formula,
Under Not Undar Security Employees- i.e, Police and
Years of Secial Social Dept. of Corrections* other positions Court Reporter
Credit Security Security Under S.S./Not Under $.8. Under S.5./Not Under $.$, Under 8.5./Not Under §.5.
Each of tha first
10 years of credit 1.0% 1.67% 1.67% 1.9% 1.67% 2.25% 1.5% 2.2%
Each of the second
10 years of credit 1.1% 1.9% 1.9% 2.1% 1.9% 2.5% 1.5% 2.2%
Each of the third
10 years of cradit 1.3% 21% 2.1% 2.25% 2.1% 2.75% 1.5% 22%
Each ysar above 1.5% 2.3% 23% 2.5% 2.3% 2.75% 1.5% 2.2%
30 years

*Who are not eligible for the Alternative Formula. The Alternativa Formula for the Department of Corrections employeas will ba fully phased
in by 1991. Also included in this group are Department of Mental Health - Chester, Illinois security smployees.

The maximum pension payable is 75% of final average compensation. The minimum pension payabis is $7.50 for
each year of coverad employment and $15.00 for each year of noncovered employment.

C. Opticnal Forms of Payment

Reversionary Annuity - A member may elect 1o receive a smaller pension during his lifatime In order to provide a
spouse or a designated dependent with a lifetime income. That payment would be in addition to any other benefit
payable by the System.

Level Income - A member who contributes to social security as a state employee may elect to have his pension
payments increased before age 62/65 and reduced afterthat age to provide a uniform pension income throughout
his retired life. To be eligible for this election the member must have established eligibility for a social security
pension.

0. Annual Increases in Pension

Post retirement increases of 3% are granted to members effective each January 1 after receipt of benefits for one
full year.

6. SURVIVORS’ ANNUITY

A.  Qualification of Survivor

If death occurs while in state employment, the member must have established at least 18 months of pension cradit.
If death occurs after termination of state service and the member was not receiving a retirement pension, the
member must have established at |east eight years of pension credit.

An eligible spouse qualifies at age 50 or at any age if there is in the care of the spouse any unmarried children of
the member under age 18 or over 18 if mentally or physically disabled; unmarried children under age 18 if no
spouse survives; dependent parents at age 50 i neither an efigible spouse nor eligible childran survive the
member,

A spousae that is the sole nominated beneficiary and sole survivor may elect other death benefits in number 9
on page 61.

B. Amount of Payment
If the member's death occurs before retirement, the named beneficiary receives a lump sum refund of all the
member's pension contributions plus interest credited to the member's account, excluding contributions for

widow and survivors’ benefits. A single lump sum payment of $1,000 is also made 10 the survivor beneficiary of
the member.

State Employees’ Retirement Systemn of lliinpis “
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An gligible spouse receives a monthly annuity equal to 30% of the member's final average compensation subject
to a maximum of $400. If children of the member are under the care of the spouse, the annuity is increased for each
child, subject to a maximum of $600 or 80% of final average compensation. If only eligible children survive, the
monthly annuity may not exceed the lessor of $600 or 80% of final average compensation. The maximum
combined monthly paymentto parents may not exceed $400. Ifthe member’s death occurs after retirement or afier
tarmination of state employment but before the member receives a pension, the monthly benefit is the same as
during active employmaeant or 80% of the earnad pension at date of death.

Monthly benefits payable to survivors of a member who was covered by social security as a state employee are
reduced by one-half of the amount of benefits they are eligibie to receive from social security as awidow{er). The
minimum totai survivor benefit payable to the survivors' annuity beneficiaries of a deceased member or annuitant
shall be 50% of the amount of retirement annuity that was or would have been payabie to the deceased member
on the date of death.

Duration of Payment

The monthly annuity payable to a spouse terminates upon death or remarriage prior to attainment of age 55; to
childrenupon death, marriage, or attainment of age 18, except for a child who at age 18 is physically or mentally
disabled and unable to accept gainful employment, which terminate at death or gainful employment. Dapsndent
parents' benefits terminate at death or remarriage.

Annual Increase in Benefit

The survivor benefit is increased by 3% each January 1, after receipt of benefits for one full year,

7. WIDOW’S ANNUITY OPTION

The widow of a male member who was a participant in the System prior to July 19, 1961, may have the option of
taking a Widow’s Annuity rather than the Survivors’ Annuity.

Qualification of Widow

An eligible widow receives a Widow's Annuity if she is age 50 or over or has in her care any of the member's
unmarried children under age 18. If she is not age 50 and has no such children in her care, she becomes eligible
at age 50,

Amount of Payment

The Widow's Annuity congists of a lump sum payment of $500, plus @ monthly annuity equal to 50% of the pension
earned of received by the member at the date of death. If the widow has in her care eligible children ofthe member,
the monthly annulty is increased 5% because of sach child, subject to a maximum payment equal to 66 2/3% of
the earned pension. Monthly benefits payable to a widow of a member who was covered by social security as a
state employee are reduced by one-half of the amount of benefits she is eligible to receive from social security
as a widow.

Duration of Payment

The monthly payment to the widow continues for her lifetime whether or not she remarries. If the amount of benefit
was increased because of eligible children, it is adjusted downward as these children’s benefits are terminated
(death, marriage or attainment of age 18).

Annual Increase in Benefit

The widows benefit is increased by 3% each January 1, after receipt of benefits for one full year,

8. OCCUPATIONAL DEATH BENEFIT

‘ A

Qualification of Survivors

Ifamember’s deathresultsfrom a job related cause, the spouse may be sligibleforan Occupational Death benefit.
If only unmarried children under age 18 survive, they may be eligible for the benefit. if neither spouse nor eligible

children survive, a dependent father or mother may be eligible.
State Employees’ Retirement System of lllinois
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The nominated bensficiary receives a lump sum payment consisting of ali contributions made by the member plus
interest credited to the member account. A surviving spouse is entitled to a monthly benefit equal to 50% of the
membar's final average compensation. If children under age 18 also survive, the annulty is increased by 15% of
such average because of each child subject to a maximum of 75%, if there is no eligible spouse and children under
18 survive, each child receives a monthly aliowance of 15% of final average compensation. The combined
payment to children may not exceed 50% of the member’s final average compensation, if there is no sligible
spouse or eligible children, a benefit of 25% of final average compensation is payable to each surviving dependent
parent for life. The monthly benefit is reduced by any payments awarded under the Workers' Compensation or
Occupational Diseasaes Acts.

Amount of Payment

Duration of Paymaent

The monthly annuity payable to a spouse terminates at death, or remarriage before age 55; to children at death,
or attainment of age 18, or marriage.

D. Annual Increase in Benefits

The Occupational Death Benefit is increased by 3% each January 1 after receipt of benefits for one full year.

9. OTHER DEATH BENEFITS

10.

If the beneficiary(ies) of the member do not qualify for any of the previously described death benefits, one of the
following benefits is payable.

Before Retirement

It a member's death occurred while in state service the benefit consists of: (1) a refund of all contributions plus
interest credited tothe member’s account; (2) a payment equal to one month's salary for each full year of pension
credit not to exceed six month’s salary.

If the member had terminated state service but not yet qualified for a pension, the benefit consists of a refund of
all of the member's contributions to the System plus the interest credited to the member's account.

After Retirement

The benefit consists of & lump sum payment equal to the excess of contributions plus interest credited to the

member's account over the total amount of pension payments mads to the member. The minimum payment is
$500.

NONOCCUPATIONAL DISABILITY BENEFITS

Qualification and Amount of Payment

Available to any member who has established at least one and one-half years of creditable service and who has
been granted a disability leave of absence by the employing agency. The benefit is 50% of final average
compensation and credit 10 the member's account of service and contributions. It begins on the 31st day of
absence from service on account of disability.

If the member has social security coverage as a state employee, the benefit payable by the System is reduced by
the amount of any disability or retirament payment to which he is entitied under sacial security.

Duration of Payment

The member is eligible for the monthily benefit until the occurrence of any of the following events: (1) disability
ceases; (2) resumption of gainful employment; (3) payments are made for a period of time equal to one-half of
the pension credit established as of the date disability began; (4} attainment of age 65, if benefit commenced prior
to the attainment of age 60; (5) the fifth anniversary of the sffective date of the benefit if the benefit commenced
on or after the attainment of age 60; or {6) death of the member.

State Employees’ Retirement System of Iiinois n
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C. Increase in Benefit

The Nonoccupational Disability benefit shall be increased by 7% following the fourth anniversary of the benefit and
3% each year theraafter.

11. OCCUPATIONAL DISABILITY BENEFIT

A. Qualification and Amount of Payment

Provided for any member who becomes disabied as the direct result of injury or disease arising out of and in the
course of state empioyment.

The benefit is 75% of final average compensation plus a credit to the member's account of service and
contributions. The cash benefit is reduced by any payment received under the Workers' Compensation or
Occupational Diseases Acts.

Duration of Payment

Monthly benefits are payable until the eccurrence of any of the following events: (1) disability ceases; (2)
resumption of gainful employment; or (3) attainment of age 65, if benefit commenced priorto the attainment of age
60; (4) the fifth anniversary of the effective date of the benefit if the benefit commenced on or after the attainment
of age 60; or (5) death of the member,

C. Increase in Banefit

The Occupational Disahility benefit shalt be increased by 7% following the fourth anniversary of the benefit and
3% each year thereafter.

12. TEMPORARY DISABILITY BENEFIT

A,

Qualification and Amount of Benefit

Avallable to any member who bacomes disabled, has established &t least one and one - half years of creditable
service, has been denied benefits under the Workers’ Compensation Act or the Workers’ Occupational Diseases
Act, and has filed an appeal with the Industrial Commission of lllinois. The benefit is 50% of final average
compensation plus credit to the member's account of service and contributions. The benefit shall beginto accrue
on the 31st day of absence from service and shall be payable upon the expiration of 180 days from the day the
member last received compensation,

If the member has social security coverage as a state empioyee, the benefit payable by the System is reduced by
tha amount of any disability or retirernant payment to which he is eligible to under social security,

Duration of Paymeant

The member s eligible for the manthly benefit until the occurrence of any of the following events: (1) disability
ceases; (2) resumption of gainful employment; (3} payments are mada for a period of time equal to one-half of
the pension credit established as of the date disability began; or (4) attainmant of age 65, if the benefit commenced
prior to the attainment of age 60; or (5) the fifth anniversary of the effective date of the benefit if the benefit
commenced on or after the attainmant of age 63¢; or (€) death of the member,

13. SEPARATION BENEFITS

Upon termination of state empicyment by resignation, discharge, dismissal or layoff, a member may obtain a
refund of the contributions made 1o the System. By accepting a refund, a member forfeits all acerued rights and
benefits in the System for himself and his beneficiaries.
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LEGISLATION

LEGISLATIVE AMENDMENTS -Amendmentswith aneffective date duringfiscalyear 1991 having an impact
on the System were:

HOUSE BILL 3374 (P.A. 86-1338)

Amendsthe State Finance Actto prohibit transfersfrom any appropriation for state contributionstothe System Trust
Fund. Also, amends the State Finance Act to require that agencies (departments) remit the employer share of
appropriated retirement contributions at the rate certified by the Board of Trustees of the System up to the amount
appropriated for such purposes.

SENATE BILL 1951 (P.A. 86-1488)

Major changes effectad by the passage of this bill are as follows:
1. Added employees of the liiinois Rural Bond Bank as participants in the System.,
2. Modified the date of application of the first automatic annual increase for widow and survivor annuities.
3. Added a 3% automatic annual increase for disability benefits and occupational death annuities.

4. Provides for the computation of an average final compensation amount for possible use in the payment of
death and disability benefits.

5. Provided a six-month window during which refunds could be repaid at the rate of 2.5% per annhum.

6. Allows for teachers employed by the Department of Corrections to transfer service credits to the System from
Teachers' Retirement System upon paymertt of the amounts prescribed in the statute.

7. Allows a State Policernan or investigatorfor Secretary of State to establish creditable servicefor up to 10years

of service as a policeman under Article 5 of the Pension Code upon payment of the amounts prescribed
in the statute.

NEW LEGISLATION - Amendments with an effective date subsequentto June 30,1991, affectingthe operation
of the System.

SENATE BILL 0045 (P.A. 87-0014)

Established the Early Retirement Incentive (ERI) program for active employees. Under certain circumstances, a
member will be allowedto establish up to 5 years of creditable service by making payment of the amounts prescribed
in the statute.

SENATE BILL 0136 (P.A. 87-0011)

Provisions affecting the operation of the System are as follows:
1. System Trust Fund - Eliminates the six-month qualifying period for police positions covered by the System,
2. Social Security Fund - Amends the Social Security Enabling Act to alfow the goveming body of any poiiticai

subdivision to levy taxes for social security contributions due pursuart to the mandatory social security
federal law change.
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SENATE BILL 0341 (P.A. 87-0105)

Although this bill did not directly affect the law governing the System Trust Fund, it will have a significant impact
on the source of future employee contributions,

The bill provides for an appropriation of the employer pickup of employee retirement contributions to virtually
all state agencies which participate in the System.

In many instances, the members wiil have either a reduced retirement contribution amount or no contributions

deducted for the System, The State of {llinois, however, will provide all or a portion of the required employee
contribution to the System.

ﬂ State Employees’ Retirament System of tilinois



